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Spain calls for 
3-year wage and 
dividend curbs 

The Spanish government has asked unions and 
employers to accept a three-year incomes policy 
that would freeze both wages and dividends to 
shareholders next year and only permit small 
rises in 1995 and 1996. 

The proposals are similar to an initiative rejected 
by the unions in 1991. but have added urgency 
as Spain's economy sinks further into recession 
and unemployment is at record levels. Page 12 

Clinton sees more cuts: President Bill Clinton 
said the compromise budget deal, involving a 
planned $496bn reduction in the deficit over five 
years, was “just the beginning, not the end". 

Page 3; Slow growth set to continue. Page 3 

Bosnian leaders called to talks: International 
mediators summoned Slobodan Milosevic, Serbia’s 
president, and Franjo Tudjman, his Croat counter- 
part back to Geneva in an effort to salvage the 
Bosnian peace talks. The move appears to be 
aimed at exerting pressure on Bosnia’s president 
Alija Izetbegovic to rejoin the process. Page 12 

Sell-off planned for 1994: UK industry 
ministers want to sell the bulk of British Coal 
by as early as next July In a privatisation process 
that is likely to break it up into at least two sepa- 
rate companies. Page 6 

Creditanstalt-Bankvereln, Austria's second 
largest bank, has achieved a substantial recovery 
in profit in the first half and plans to sell off most 
of its substantial industrial holdings. In last year’s 
group balance sheet, the value of its investment 
portfolio was Sch243bn ($2.Q2bn). Page 13 

Montedison, Italian chemicals group implicated 
in the political corruption scandal, has obtained 
permission from a Milan court to sequester up 
to L500bn ($31 lm) in assets from six former senior 
managers and members of the Ferruzzi family 
which controls It. Page 12 

Christopher optimistic over Mideast talks 

US secretary of state 
Warren Christopher 
(left) appeared to support 
Israel’s view that the 
US-arranged ceasefire 
which ended Israel’s 
bombardment of 
southern Lebanon 
could advance stalled 
bilateral peace talks 
with Syria and Lebanon. 
"The fighting in Leba- 
non . . . was a reminder 
of bow urgent our task is and how real are the 
enemies of peace,” he said after meeting Israeli 
prime minister Yitzhak Rabin. Page 4 

Technology group sold: London’s City 
University, in an unprecedented deal for a British 
university, sold a technology company subsidiary 
to its staff for £27m f$40m). Page 6 

Standard Bank Investment Corporation: 

A sharp increase in the asset base and a lower 
tax rate helped South Africa's leading banking 
group, to increase earnings per share 37 per cent, 
to 335 cents, in the six months to June. Page 14 

Japanese apology promised: Japan will 
seek a reconciliation with its neighbours by making 
a clear apology for aggression during the second 
world war and compensating victims, said Tsutomu 
Hata, who is likely to become deputy prime minis- 
ter in Japan's new government. Page 4 

Roussel-Uclaf, one of France's largest chemicals 
companies, announced a strong increase in net 
profits for the first half of the year to FFr470m 
($8lm) and forecast full-year net profits would 
be between 15 per cent and 20 per cent higher 
than the 1992 result. Page 15 

'Green benefits’ from cordon: The Corp- 
oration of London put forward environmental 
arguments to support its proposal that the anti-ter- 
rorist security cordon around the financial heart 
of the City should be made permanent, saying 
it had reduced car traffic and pollution. Page 
6; Maximum security, minimum loss. Page 6 

Action on treaties threatened: President 
Clinton's airlines commission is recommending 
a tough response to governments which violate 
their aviation treaties with the US. Page 4 

Search for oil: Israel’s National Oil Company 
intends to raise 912m to drill for oil on the Golan 
Heights, captured by Israel from Syria in 1967 
and now at the centre of then- peace talks. 

Lahore bombs injure 20: More than 20 people 
were hurt when three bomb blasts rocked Lahore 
in central Pakistan. 


Cut in repo rate corrects D-Mark’s appreciation against EC currencies 

Bundesbank 


acts on 
short-term 


lending 


By Janies Blitz, Economics Staff 

THE BUNDESBANK yesterday 
helped to restore order to foreign 
exchange markets by cutting the 
cost of short-term lending to com- 
mercial banks. 

The action helped correct the 
EKMark’s appreciation against 
other European currencies after 
relaxation of the exchange rate 
mechanism's rules on Monday. 

The German central bank's 
decision to cut its repo rate by 
0.15 percentage points to 6.60 per 
cent was the third surprise that 
it has given financial markets in 
less than a week, and was fol- 
lowed by a sharp appreciation in 
the value of the French franc. 

The action also helped several 
currencies, including the French 
franc, the Danish krone and the 
Spanish peseta, to rise against 
the D-Mark after suffering sharp 
falls in recent days. 

The Bundesbank’s move could 
not prevent several European 
governments from continuing to 
express concern that their cur- 
rencies might suffer sharp depre- 
ciations in the wake of Monday’s 
momentous transformation of the 
ERM, and from taking protective 
measures in financial markets. 

Denmark continued to defend 
the krone by keeping its money 
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market interest rates high. 

At one stage yesterday, the 
interest rate for borrowing krone 
overnight was 250 per cent, with 
one-month interest rates remain- 
ing at 25 per cent throughout the 
day. These interest rates helped 
the krone to appreciate to a Lon- 
don close of DKr3.9750 against 
the D-Mark, haring been as low 
as DKr4.0467 at one stage. 

The Belgian authorities inter- 
vened in currency markets for 
the second consecutive day. run- 
ning, buying the Belgian franc, 
as the currency came under a 
modest speculative attack from 
currency dealers and fell to its 


lowest point yet In this crisis. 
The Belgian government could 
may be concerned that the frac- 
turing of its link with the D-Mark 
will highlight fundamental eco- 
nomic problems , including a 
national government debt level 
that is estimated at 130 per cent 
of GDP. 

There was no indication from 
the French authorities about 
when they might cut interest 
rates, an opportunity which has 
been created by the widening of 
the franc's permitted fluctuation 
against the D-Mark in the ERM. 

European governments may be 
unwilling to cut rates, risking 


currency depredation, until they 
have Improved the level of cen- 
tral b ank reserves. Those will 
have been badly depleted by the 
intervention to support their cur- 
rencies last week. 

The Bank of Spain, however, 
may have encouraged other cen- 
tral banks to ease monetary pol- 
icy in the near term, by cutting 
interest rates and seeing the 
peseta move sharply higher 
against the D-Mark. 

After the repo rate was cut 
from 11 per cent to 10% per cent 
the peseta rallied to a London 
close of Pta81.48 to the D-Mark, 
having been at Pta83.17 at 


France and Germany close ranks on ERM 


By Alice Rawsthom in Paris 

MR THEO WAIGEL. the German 
finance minister, and Mr Edmond 
Alphandery, his French counter- 
part, joined forces yesterday to 
quell talk of a Franco-German 
rift over the crisis in the Euro- 
pean exchange rate mechanism. 

The two ministers, who were 
meeting In Paris together with 
their central bank chiefs for a 
session of the Franco-German 
economic council, both stressed 
that they regarded Monday’s 
decision by European Commu- 
nity finance ministers to widen 
the trading bands for ERM cur- 
rencies as a temporary measure. 

Mr Alphandery. whose govern- 
ment's franc fort policy of main- 
taining a strong link between the 
franc and the German D-Mark is 


now under severe strain, 
described the Brussels agreement 
as "an imaginative, but tempo- 
rary” solution which would be 
reviewed by another meeting of 
the Franco-German economic 
council in the autumn. 

Mr Waigel also stressed the 
"temporary” nature of Sunday’s 
decision and predicted that the 
ERM bands were likely to be 
narrowed before the end of the 
year. 

Both ministers were at pains to 
claim that relations between 
France and Germany, far from 
weakening, had been strength- 
ened by the crisis. Mr Waigel, 
who last month abruptly can- 
celled a meeting with Mr Alphan- 
dery following controversy in 
Germany over remarks by the 
French minister concerning the 


franc’s performance, said the EC 
could not have reached the 
"excellent solution” without 
France's co-operation. 

"I want to lay to rest all these 
rumours about the socalled dete- 
rioration in Franco-German rela- 
tions . . . I can testify that during 
this period of tension on the mar- 
kets, the Franco-German couple 
once again proved its solidity," 
said Mr Alphandfcry. 

TheLr comments followed Mon- 
day’s admission by Mr Edouard 
Ballad ur, the French prime min- 
ister, that the Brussels negotia- 
tions had been strained. Accord- 
ing to one authoritative report in 
Paris, the Brussels talks were 
twice imperilled by disagree- 
ments between the two countries. 

Mr Alphandery, who had 
appeared apprehensive on Mon- 


day at Mr BaUaduris press con- 
ference, seemed more confident 
yesterday. The council meeting 
was carefully stage-managed and 
both ministers faced the battery 
of television cameras with reso- 
lute smiles. 

Mr Alphandfery said there was 
evidence that France was emerg- 
ing from recession and that the 
economy stabilised in the second 
quarter after two successive 


quarters of decline. “The worst is 
already behind us in France, as it 
is in Germany," he said. 

Meanwhile Mr Helmut Schles- 
inger, Bundesbank president, 
tried to assuage concern about 
the impact of the D-Mark’s rise 
on the German economy by 
stressing that fluctuations in the 
ERM currencies, including the 
D-Mark, had been relatively 
slight since the Brussels decision. 


PolyGram to buy Motown 
record company for $301m 


PolyGram gets it 

on with Motown 
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Joining forces: German finance minister Theo Waigel (left) jokes with his French counterpart Edmond 
Alphandery before their meeting to qoeQ talk of a rift between the two countries a*** 


the start of trading. 

Strong speculation about a 
base-rate cut in the UK continued 
to affect staling markets, with 
bug-dated gilts rising by % of a 
per cent on the day. 

The cost or borrowing over- 
night funds from German banks 
has tumbled by about % a per 
centage point since last Friday. 
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GM spurns 
VW chiefs 
attempt 
to defuse 
quarrel 

By C hris t o p h er Parfaea 
in Frankfurt 


ME Ferdinand Pi&ch, Volks- 
wagen chairman, has suffered a 
further setback in his attempts to 
defuse the company's row with 
General Motors. 

Following Mr Pitch’s attempts 
to initiate contacts with GM last 
week, Mr Jack Smith, president 
of the US car group, informed Mr 
Piech in a letter received yester- 
day that all future communica- 
tions on tiie affair should be in 
writing and with Mr David Her- 
man, chairman of Adam Opel. 
GM*s German subsidiary. 

Meanwhile, the first cracks 
have appeared in the VW super- 
visory board’s hitherto solid 
backing for Mr Josfi Ignacio 
Ldpez de Arriortfia, former pur- 
chasing chief at GM and now VW 
production director. 

Mr Klaus Volkert, who repre- 
sents the workforce on the board 
which oversees and appoints top 
management, said if charges 
against Mr L6pez seemed likely, 
he would withdraw his support 
Mr Herman has told Mr Pibch 
he must publicly withdraw insin- 
uations that Opel could have 
tampered with evidence in the 
industrial spying case which has 
wrecked relations between the 
two concerns. Withdrawal was a 
condition of further contacts, Mr 
Herman said on Monday night 
Late last week, a day after he 
made a series of outspoken 
attacks mi GM, Mr PiSch’s public 
relations team revealed that he 
had telephoned Mr Smith with 
the atoi of opening talks. 

GM officials, caught unawares 
by the “initiative” - they were 
unable to contact Ur Smith, who 
was away on leave - have now 
used it to try to force Mr Pi6ch 
into a corner. 

The VW chief has been under 
intense pressure from the Bonn 
government and colleagues In 
German industry to seek concilia- 
tion after his outspoken state- 
ments last week, which were 
widely seen as damaging Ger- 
many’s reputation. 

Mr pi£ch said last week 
he regarded the confrontation 

Continued on Page 12 
Pbch qualifies profits target. 
Page 15 




By Mctiaei Skapinker, Leisure 
Industries Correspondent 

POLYGRAM, the Dutch- 
controlled music group, is to pay 
$30 Lm for Motown, the US record 
label which gave the world Diana 
Ross, Lionel Richie, the Four 
Tops, Srnokey Robinson and a 
host of other black stars. 

The acquisition gives Poly- 
Gram, which has its headquar- 
ters in London, copyright over 
30,000 Motown albums, including 
such hits as Marvin Gaye’s ”1 
heard it through the Grapevine”. 
Stevie Wonder’s “You Are the 
Sunshine of My Life”, the Temp- 
tations' “Papa was a Roilin' 
Stone” and the Supremes’ "Stop! 
In the Name of Love”. 

PolyGram is financing the deal 
through the issue of 10m new 
shares, with a total value at yes- 
terday’s close of FI 595m. Philips, 
the Dutch electronics group 
which controls PolyGram. will 
hot take up any shares. Its stake 
in PolyGram will Tall from 79.4 
per cent to 75 per cenL 


Mr Alain Levy, PolyGram’s 
chief executive, said he hoped to 
exploit the Motown name 
through merchandise sales. 
Other possibilities which Poly- 

Lex — — ~ ... Page 12 

Welcome note heard through 

the grapevine Page 13 

Income up 19% Page 13 

Gram might consider are restau- 
rants and theme parks carrying 
the Motown name. 

Mr L6vy said these attractions 
would be run by licensees rather 
than by PolyGram. He said; “We 
don’t Intend to become Disney." 
Following financial difficulties 
experienced by Euro Disney, near 
Paris, Mr Levy said he thought 
any Motown theme parks would 
be based in the US. 

Mr Berry Gordy. who founded 
Motown in Detroit in 1959. will 
become chairman emeritus of the 
label. Mr Jheryl Busby. Motown's 
chief executive since 1988. will 


retain his position. Mr Ldvy said 
he had no intention of moving 
Motown from its headquarters in 
Los Angeles. He said Motown 
would retain its creative indepen- 
dence, adding: "I will leave it to 
be American.” 

Motown's current artists still 
include Diana Ross and Stevie 
Wonder, along with new acts 
such as Johnny Gill and Boyz Q 
Men, whose album Cooleyhigh- 
hannony has sold more than an 
copies. 

Boston Ventures, a private 
Investment group which speci- 
alises in moriia companies, has 
owned Motown for the last five 
years. 

It appointed PolyGram its 
exclusive US distributor in Sep- 
tember 1991 and its licensee for 
the rest of the world in January 
1992. Mr Levy said both agree- 
ments were due to end in just 
over a year. “After that the com- 
pany would have been available 
to everyone and I thought it bet- 
ter to make a pre-emptive offer,’’ 
he said. 





NIGEL WAS DREAMING ABOUT 
THE MAINFRAME AGAIN 


If you’re starting to think like this about your mainframe, 
better call Sun on 0800 66l 177 and ask fix 1 our downsizing information pack. 
As well as putting you on the road to better IT value, we’ll also provide 
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THE ERM: TAKING STOCK 


Economists bewildered by Bundesbank rate cut 


By Andrew Fisher in Frankfurt 

THE BUNDESBANK yesterday 
further cut the securities 
repurchase (repo) rate as a pre- 
lude to mopping up excess 
liquidity generated by last 
week's unprecedented cur- 
rency turbulence. 

As with several recent 
actions of the German central 
bank, economists expressed 
some bewilderment at its deci- 
sion to lower the repo rate to 
6.S0 per cent 

Last week, the Bundesbank 
caused chaos In the currency 
markets by failin g to follow up 
a cut in the repo rate from 7.15 
to 6-95 per cent with a cut in 
the discount rate. After its 
council meeting on Thursday it 
did announce a cut in the Lom- 
bard rate by half a point to 
7.75. a move which failed to 
appease markets. 


Mr Klaus Baader. European 
economist at UBS Global 
Research in London, said the 
bank's move yesterday was “a 
surprise**. He said be found it 
curious that the bank had not 
seen fit to lower the discount 
rate last Thursday - as expec- 
ted in financial markets - but 
was now ready to cut a rate 
which it regarded as more 
important, 

Mr Helmut Schlesinger. pres- 
ident of the Bundesbank, said 
on Monday that the repo rate 
was more relevant to monetary 
policy than the discount rate 
because it affected a monthly 
volume of funds three times as 
large at DMlSObn (£5S.3bn). 
Repos are used by banks for 
14-day refinancing, though the 
Bundesbank also requested 
bids on 28-day variable rate 
repos. 

At Monday's news confer- 


ence in Bonn, Mr Schlesinger 
said the repo rate had come 
down by around three points 
since last September. The lat- 
est reduction, affecting funds 
allocated at today's tender, 
puts the repo unusually close 
to the discount rate level. 

Some DM75bn of funds 
comes up for renewal today. 
But the Bundesbank is expec- 
ted to reduce its allocation of 
new hinds sharply - perhaps 
by some DM25bn - in order to 
drain liquidity after the 
inflows caused by support for 
the French franc. 

Money market rates fell yes- 
terday as funds generated by 
the intervention came on to 
the market. Call money was 
traded at around 6.5 per cent, 
down from Just below 7 per 
cent on Monday. 

Mr Johann Wilhelm Gad- 
dum, a Bundesbank director. 
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said on Friday the bank would 
not act to stop money market 
rates falling below the 6.75 per 
cent discount rate if interven- 
tion in the European monetary 
system led to a flood of liquid- 
ity. 
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The Bundesbank must neu- 
tralise this inflow to minimise 
the impact on money supply 
and thus on inflation, both of 
which are still growing faster 
than it likes. For this reason it 
has been reluctant to cut offi- 


cial interest rates faster. 

John Ridding in Paris adds: 
The signals from the French 
bond and money markets sug- 
gest that investors are cautious 
about the prospect of rapid 
interest rate cuts by the 
French government. 

The markets have taken 
their lead from statements by 
Mr Edouard Balladur, prime 
minister, and by Mr Edmond 
Alphand£ry, economy minis- 
ter, that the government would 
not rush into interest rate cuts 
and that the stability of the 
franc remains a priority. 

Economists in Paris said the 
first step towards a reduction 
in interest rates would be the 
reintroduction of 5-10 day bor- 
rowing facilities, suspended 
last week in an attempt to bol- 
ster the French financial 
authorities' defence of the 
franc. The 5-10 day rates were 


replaced by an overnight bor- 
rowing facility, the rate of 
which was raised from 7.75 per 
cent to 10 per cent 

“I think we CO old see 5-10 
day borrowing reintroduced by 
the beginning of next week at 
a rate of 7.73 per cent" said Ms 
Marie-Owens Thomsen, inter- 
national economist at M i dland 
Global Markets. 

But most economists felt the 
government would not move to 
cut the official intervention 
rate - which sets the floor for 
money market interest rides - 
from its current level of 6.75 
per cent until the franc shows 
signs that it has stabilised fol- 
lowing the widening of 
exchange rate fluctuation 
haridc on Monday. 

The message from the bond 
markets reflected this view. 
Four-year government bonds, 
for example, saw yields 
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increase by about 14 basis 
points to about 5.82 per cent, 
reflecting a mane cautious out- 
look on reduced borrowing 
costs. 

in the money markets, over- 
night borrowing rates 
remained relatively stable at 
between u and 13 per cent, 
sharply down on last week’s 
peak of almost 40 pm* cental 
the height of the assault on the 
franc. One month and three 
month rates were about 9 per 
cent and 7.5 per cent respec- . 
trrety. 

The bond futures market, 
however, indicated expecta- 
tions that French interest rates 
will ultimately folL The Parts 
Interbank Offer Rate futures 
contracts show that tie mar- 
kets are anticipating three- 
month interest rates of just 
over G per cent in September 
and SJZ per cent in December. 


EC ECONOMIES - THE OPPORTUNITIES AND RISKS 


Europe's economic priorities 



Unemployment rate 1093 forecast 
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Belgium has long prided itself on 
being a member of the “hard-core" 
currency club built around the 
D-Mark, writes Lionel Barber. But the 
explosion in the ERM could be a mild 
plus for the Belgian economy which 
remains stuck in recession. Sixty per 
cent of Belgian GDP comes from 
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When Mr Erik Hoffmeyer, Danish 
central bank governor, explained 
on Monday why the krone had been 
subject to speculative attacks - 
although "fundamentally It is the 
soundest economy in Europe" - he 
referred to the country's large 
foreign debt, accumulated in the 




Prime Minister Edouard Balladur 
might be loath to admit It, but the 
demise of his treasured franc fort pol- 
icy may be exactly what the sluggish 
economy needs, writes Alice Raw- 
sthorn. For two years the economy 
has been burdened by high real inter- 


exports. and 75 per cent of those 
exports are within the EC. If the new 
ERM flexibility spells lower interest 
rates and a pick-up in EC growth. 
Belgium will benefit. 

Luxembourg, which has a currency 
union with Belgium, would also bene- 
fit from lower interest rates. But this 
prospect must be offset against the 
disappointment of being excluded 


1970s and 1980s, writes Hilary 
Barnes. Past policy failures explain 
why the government and the central 
bank have strongly resisted a 
devaluation and why there has been 
little pressure for one from exporters. 

Denmark committed itself to a 
strong krone policy in 1982 after 
a period of higfa inflation, frequent 
devaluations, a large central 


est rates depressing consumer spend- 
ing and industrial investment. Until 
last autumn companies could count 
on export growth to compensate for 
poor domestic demand, but exports 
have been hit by the franc's strength 
since last September's currency crisis. 

France has since slid into recession. 
Interest rates have fallen since the 


from the German-Dutch bilateral 
agreement to maintain the D-Mark/ 
guilder parity. Luxembourg's commit- 
ment to price stability is the key to its 
appeal as a financial centre. 

Belgium’s big economic problem is 
the public debt, roughly equivalent to 
125 per cent of national output. The 
deficit has been the subject of tense 
negotiations within Beligum's fragile 


government budget deficit and 
persistent large deficits on the 
current account of the balance of 
payments under a succession of 
Social Democratic party 
governments. Considerable political 
capital was invested in the strong 
krone policy, which brought gradual 
dividends with lower inflation (under 
one per cent over the past 12 months) 


conservatives took over in March, 
with the Bank of France's official 
intervention rate t umbling from 9.1 
per cent to 6.75. But these were not 
enough to improve domestic demand, 
or to curb unemployment which hit a 
record 3.18m, or 11.6 per cant, in June. 

The decision to widen the ERM 
bands should enable the government 


coalition government this past week. 
The discussions produced a commit- 
ment to cut BFr33bn (£620m) from 
next year’s public spending plans. 
Officials acknowledge the talks are 
critical to persuading financial mar- 
kets that their faith in Belgium's 
franc fon policy remains justified. 

The need for new credibility has 
grown after the central abandoned. 


and, from 1989, a surplus on the 
current account 
When the Social Democrats 
returned to power at file head of 
a coalition government in January 
after more than 16 years in 
opposition it was vital that they 
showed there would be no return 
to the pre-1982 policies. They saw 
off a speculative attack on the krone 


to cut rates more aggressively. The 
franc's relatively robust performance 
for the past two days suggests it 
should be able to avoid a dramatic 
decline. Broker James Capel expects 
the official intervention rate to fall to 
4 per cent by the year’s end. 

This should help to cut companies' 
financial costs. Exporters ought to 


reluctantly, its three-year-old poficy of 
linking the Belgian franc to a 025 per 
cent margin of fluctuation with the 
D-Mark. Mr William De Vljlder, a 
strategist at Gtoferale de Banque, said 
the central bank appeared to have 
accepted that the current fluctuation , 
margin may, temporarily, have to be 
higher. Yesterday, it was intervening 
around BFrZ1.4Q, he said. 


in the spring and put up a stent 
defence again last week. Since 
smwfay wight hrfwwrt rates have 
not bora lowered and a fight hold 
on liquidity has been taainhdmd . 
to punish speculators who bnflt op 
positions against the krone in July. 
Yesterday it was charging 25 per . 
cent for one-month lending totbe 
commercial banks. 


gam ground in relatively strong Qb 
rency <ait»h as GermanSnlfie . 

US and UK. But industry has so^ndch 
surplus capacity that an inerme in 
investment is not expected baton 
next year. Consumer demand cqo 3d 
recover sooner, given higher savings 
ratios, but confidence is unlikely to 
recover while unemployment rises,.. 
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In the words of Mr Gfinter Rexrodt, 
German economics minister, the 
weekend shakeout offers a 
"breathing space”. That will allow 
Bonn and the Bundesbank to 
concentrate on the country's most 
intractable problems: the 
inter-related issues of the control 
of pnblic spending and inflation, 
writes Christopher Parkes. 


bCREECEld 




The temptation for political leaders, 
as the timetable for monetary union 
appears to recede, is to relax the 
effort for fiscal virtue and go back to 
bad old ways, writes Kerin Hope. 

As the only EC state never an ERM 
member, Greece has stayed on the 


h IRELAND- 


Any easing of Irish monetary policy 
is considered unlikely, despite the 
punt’s much greater freedom of 
movement writes Tim Coone. 

The government's main concern 
is maintaining investor confidence 
in the punt - around 30 per cent 




After sitting out the recent turmoil, 
Italy's politicians are assessing the 
impact of wider margins for the econ- 
omy, writes Haig Simonian. 

The lira has floated since last Sep- 
tember's devaluation and suspension 
from the ERM. That has given export- 
ers a competitive advantage; the lira 


On balance any farther loss of 
competitiveness due to the D-Mark’s 
appreciating against currencies in 
its main customer countries - 
notably France - is expected to be 
short-lived and relatively 
unimportant What is important 
is that manufacturing industry, 
largely re-equipped during tbe late 
eighties and the unification boom, 
is well-armed to respond more 
quickly than competitors to any 


sidelines. Yesterday, central bank offi- 
cials made clear that policy would not 
change: the drachma will continue to 
depreciate slowly against the Ecu; the 
target for the year is about 6 per cent 
To the government's relief the 
annual inflation rate of around 16 per 
cent has enabled it to postpone the 
drachma’s entry to the ERM, due to 


of Irish gilts are held overseas - 
and preventing the value of foreign 
borrowings rising any higher than 
the present level of around I£llbn 
(£l0.4bn). 

According to tbe finance ministry, 
the punt will be pegged to a 
trade-weighted index of currencies, 
mainly sterling, the D-Mark and 


is now more than 22 per cent below 
Its predevaluation level against the 
D-Mark. 

The new ERM bands could cost 
Italy some competitiveness against 
countries with weaker currencies, 
such as France. Exports have been 
one of the few bright spots in an oth- 
erwise gloomy economy overshad- 
owed by domestic recession. Unem- 


upturn in demand. But 
unemployment will probably 
continue to rise as industry counters 
recession and its built-in structural 
problems. 

The weekend decisions removed 
the need to support weak ERM 
currencies, one source of distortion 
in German money supply. According 
to the central bank's calculations, 
above-target growth in M3 is a sure 
indicator of a future increase in 


happen as soon as inflation dropped 
to 10 per cent. With the new margins 
the drachma could join, in theory, but 
a senior banker said yesterday; "One 
major reason for joining was that the 
disinflationary effect would increase 
confidence in Greek monetary policy. 
But with a potential swing of 30 per 
cent, that’s no longer the case." 


the US dollar. A policy review is 
planned In six months. “At aH costs 
we will be aiming to squeeze out 
inflation,” said a spokesman. 

Restraining public sector 
borrowing and pay will continue 
to have high priority. Irish interest 
rates are now at a 30 year low. “If 
there is a consensus in Europe that 


ployment reached 13.6 per cent in the 
first quarter, up from 1L3 per cent a 
year earlier, and redundancies are 
accelerating, notably among small- 
and-medium sized businesses. 

Last month, the Bank of Italy cut 
the discount rate to 9 per cent, the 
lowest level since 1976, but industrial- 
ists are pressing for further cuts. 

The lower lira has had a negative 


faifinHnn, expected to average 4 per 
cent this year and 3^ in 1994. 

The biggest danger to money 
supply is state borrowing to fill gaps 
in government budgets caused 
mainly by the need far transfers 
to support the eastern Under. 

*nie government is committed to 
federal spending cuts of DM25fan 
(£9.7bn) next year, and while the 
Bundesbank is reluctant to increase 
the pressure publicly, it is dear that 


A bigger worry will be keeping the 
medium-term stabilisation pro- 
gramme on track. With an election 
due in 10 months at the latest, politi- 
cians are demanding sharp increases 
in public spending. But a faster 
decline in interest rates is aH the gov- 
ernment can realistically offer, 
assuming that rates fall elsewhere. 


rates generally should fall further, 
then we will follow that trend, bat 
we wfil not be cutting rates 
otherwise,” he said. The principal 
concern about easing interest rates 
further would be the danger of 
triggering an outflow of funds. 

Mr Chris Johns, chief economist 
at tbe Bank of Ireland, said; “There 


side. Inflation, which fell to 4 per cent 
earlier this year, is expected to reach 
4.4 per cent in July. The domestic 
recession has depressed price rises, 
but it was only a matter of time 
before the weaker lira started to feed 
into prices, given Italy's dependence 
on imported raw materials. In tbe lon- 
ger term, the impact will be attenu- 
ated by last month’s deal between 


eves more r^orous and longer-term 
consolidation is necessary. 

Bonn has a chance to concentrate 
on the main domestic task in hand, 
unhampered by the monetary and 
pofitieal constraints of the BUS. The 
Bundesbank, aware of the 
tmnptationsto governmental largesse 
m the nm-uptonextyerfs federal 

and state elections, wfB not hesitate 
id punish, any wavering by tightening 
monetary policy. 


Even then, there is limited scope, 
given the need to raise about DrMObn 
(£453m) every month to finance tee 
public debt, now over 120 per cent al 
GDP.. Ms Miranda Xafa, economic 
adviser to the prime minister, said 
“We simply can’t afford to ease upon 
fiscal (fisdpUne, just because Maas*', 
tricht looks farther away today.”- 


has been a very bad experience hi#, 
from the late 1970s and early 1986s 
with the go-for-growth approach,-- 
with the result that the monetary. -'- 
authorities are now very cautious 
and conservative. There is no s trong 
constituency here. . . . that would , 
argue tn favour of a go-for growth 
strategy now.” T : ' “ 


unions and employers oh wage; 
reform. • • 

But the virtual collapse of the ERM 

Will uniforming nnp of thg SUSt pOWh 

erful arguments used to Justify tough 
policies to bring down the budget defe 
ett Ministers regularly referiodtofec - 
“external discipline^ of econaHucand 
monetary union to j ustif y higher 
taxes and lower benefits. - 
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NETHERLANDS 


The continued link to the DM in the 
old 2.5 per cent band is seen as 
vindicating “strong guilder” policies 
of the past decade, writes Ronald 
van de KroL The Netherlands expects 
low inflation by maintaining the 


PORTUGAL 


“We shall carry on as if nothing had 
happened,” was how Mr Miguel 
Beleza. central bank governor, 
reacted, writes Peter Wise. He was 
making clear he thought the govern- 
ment should maintain a stable cur- 
rency, a tight monetary' policy and 
rein in budget spending to maintain 


Yesterday was a happy day for 
Spanish officials watching the 
peseta's performance following the 
ERM shake-up and an early morning 
cut in the Bank of Spain's benchmark 
intervention rate, from 11 per cent 
to 10.5, writes Peter Bruce. It rose 
strongly against the D-Mark, igniting 
hopes that it could withstand further 


link, although it will probably try 
to lower interest rates independently 
of the Bundesbank. This may be 
small consolation, however, to Dutch 
companies which could lose exports 
because of the effective devaluation 
of other EC currencies. However, 

30 per cent of Dutch exports go to 


the fight against inflation. Mr Jorge 
Braga de Macedo, finance minister, 
agreed, with a laconic “global eco- 
nomic policy remains the same”. 

Most economists believe the ERM 
changes will benefit Portugal in the 
short term but could bring difficulties 
in the medium to long term. One lead- 
ing bank's chief economist saw 
greater scope to reduce high 


cats later tn the year. 

The authorities will be cautions 
in cutting rates and the ERM 
adjustment is no guarantee of farther 
falls, nor of improvements in 
unemployment or the country's 
widening deficits. But by takin g the 
heat off the peseta, the new ERM 
rules enable economic managers 
to turn from the constant threat of 
monetary turmoil and to begin 


Germany. Short term, Dutch 
exporters win be at a disadvantage, 
raising the prospect of an 
acceleration in unemployment 
Many companies must now choose 
between accepting a loss in market 
share or trimming profit margins 
to retain business overseas, says 


short-term Interest rates. This would 
stimulate greater corporate invest- 
ment, helping the economy out of 
recession more quickly. Escudo deval- 
uation would also help exports. 

But economists fear inflation will 
again start to pick up from the fourth 
quarter, when the target is an annual 
average of 6-7 per cent 

The lifting of the immediate threat 

potting policies in place to help pull 
the country out of recession. 

Deeper interest rate cuts will 
probably depend on government 
success in negotiations with unions 
and employers on an emergency . 
incomes policy and the extent to 
which it is prepared to cut social 
spending. Wages growth has become 
increasingly isolated as the prime 
cause of a stubborn 4.9 per cent 


the industry federation. 

Exporters to Germany will face . 
heightened competition in that 
market from companies In weaker 
currency countries. They will also 
encounter difficulties in other EC 
markets, which together account 
for half of all exports. Sectors 


of speculative attacks on the currency 
has eased pressure to mairifafo the 
escudo's parity, and independent 
economists expect the government to 
ease their tight rein on budget spend- 
ing, in spite of Mr Beleza’s warning. 
The budget deficit is close to 6 per 
cent this year, against a 4 per cent 
target. Few believe the 3 per cent 
objective for 1994 is attainable. 


inflation rate. With unemployment 
at a record 22L2 per cart, analysts - 
believe only a combin a ti on of 
structural (a wages freeze) and fiscal 
(a tough 1994 budget) measures can 
turn employment around. About 
100,000 jobs have been lost each 
month this year. 

Similarly the country’s overall 
public deficit targeted atabont 
Pta2^53bn or 3Jj per cent of GDP 


bracing for the new dudkioelti^Ar 
livestock and meat frmHtionaHrr^'V : 
dependent on Italyand Belgium.;:^- \ 

One benefit though not eaSf^ v 
quantiflaHe/fs continued investors ; 
confidence in the gttiKEec, a legaey /; 
of more than 10 yeans- eommranenf • 
to pegging the currency to the 
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likely the government wfll use tiieJfi 
per emit scope it has to let tifeescadh 
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gal aiming to maintain -a - with .toe •. 

Spanish peseta. v >• 
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Tbe unwinding of the ERM is likely to 
give Britain the opportunity to cut 
interest rates earlier and deeper than 
expected, writes Emma Tucker. 

Although the base lending rate has 
dropped from 10 per cent to 6 per cent 
since September when sterling was 
forced out of the mechanism, tnanv 


economists argue that the economy, 
on its way out of recession, would 
benefit from further monetary easing. 

The Treasury’ may choose to cut 
rates to cap the rise in sterling that is 
expected to follow an easing of inter- 
est rates across Europe. This would 
help keep the pound competitive, but 
might prompt nervousness at the 
Treasury and Bank of England about 


inflation. At present, inflation risks 
from low interest rates and a weak 
exchange rate are minimal. The head- 
line inflation rate of 1.2 per cent is the 
lowest for 30 years with upward pres- 
sure on prices extremely weak after 
two years of recession. 

The possibility of lower interest 
rates, combined with stronger exports 
in a faster growing Europe, would 


boost the economy, but the effect 
would probably not be felt before next 
year. So for economists have been 
reluctant to upgrade their. 1994, 
growth forecasts by more tha n V* of a 
point. Nonetheless, a more robust 
recovery, aided by growth in Europe, 
would help the government reduce its 
budget deficit more quickly than 
anticipated. In March, the Treasury 


forecast, a public sector batrqwftW 
requirement of £S0bn this financial 

year. This may be downgraded l&toc 

November forecasts. 
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NEWS: EUROPE AND THE AMERICAS 


President says planned deficit reduction of $496bn over five years is ‘just the beginning’ 


Clinton praises compromise on budget 


By Roger Matthews 
in Washington 

PRESIDENT Bill Clinton 
yesterday praised the compro- 
mise budget deal worked out 
by Congressional Democrats 
and claimed it was the best 
that could be achieved. 

Despite the changes made by 
Congress to his original pro- 
posals, Mr Clinton said he felt 
"quite good" about the out- 
come and promised that the 
S496bn i£232.8bn> planned 
reduction in the budget deficit 
over the next five years was 
“just the beginning, not the 
end”. 

"It is a good package, it is 
solid, it is real numbers." he 
said. The president was due to 
make national, televised 
address later in the day as pail 
of his campaigu to win public 
■support and put pressure on 
Democratic wavurers in both 
the House and the Senate. 
Votes on the budget compro- 
mise will be held before the 
end of the week. 

The bill is expected to be 
passed by the House of Repre- 
sentatives without too much 
difficulty, but the outcome of 
the Senate vote on Friday is 


Ginsburg 
confirmed 
In top 
court post 

JUDGE Ruth Bader Ginsburg 
was confirmed by the US Sen- 
ate yesterday as the country's 
second woman Supreme Court 
justice, Reuter report from 
Washington. 

The SO-year-old federal 
appeais judge from Washing- 
ton was nominated on June U 
by President Bill Clinton. She 
replaces Justice Byron White, 
who retired at the end of June, 
on the nine-member court 

Judge Ginsburg should be 
sworn in within a few days so 
she can prepare for the start of 
the court's next term on Octo- 
ber 

Mr Joseph Biden. Senate 
judiciary committee chairman, 
called Judge Ginsburg a con- 
sensus candidate who would 
he cautious and restrained in 
her decisions. 

She joins Justice Sandra Day 
O'Connor, chosen by President 
Ronald Reagan and confirmed 
in 19S1. as the only two 
women among the court's 107 
current and former justices. 
She is expected to be a moder- 
ate on the court, helping other 
justices reach a consensus. 

The tore for confirmation 
was 96-3. The only senators 
voting against her nomination 
were Republicans Jesse Helms 
of North Carolina. Doc Nickles 
of Oklahoma and Bob Smith of 
New Hampshire. Mr Helms 
opposed Judge Ginsburg 
because of her support For 
abortion rights and Increased 
rights for gays. 


Ecuador loan 
claim dropped 

WESTON Compagnie et 
Fit: nsec ui Switzerland, one of 
Ecuador’s senior bank credi- 
tors. has withdrawn its legal 
clairr. for repayment on S2im 
liMm) of syndicated loans it 
had bought in the Secondary 
market. writes Raymond Cnlltt 
ir. Quito. 

In April Weston secured a 
pre-judgment order from a 
New York judge to freeze a 
small amount of Ecuador 
assets, including some funds 
of the stare-owned oil shipping 
company f iopec and the cen- 
tral bank. 

Mrs Ana Lucia Artnijos. 
president oi the monetary 
board and or.e of Ecuador's 
chief foreign debt negotiators, 
welcomed Weston's move. 
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still finely balanced. The cast- 
ing vote of Vice-President A1 
Gore was required in June and 
since theu Senator David 
Boreu nf Oklahoma has 
announced that he can no lon- 
ger support the bill. 

This means Mr Clinton has 
to persuade at least one of the 
six Democratic senators who 
originally voted against to 
switch sides. With four of the 
six thought unlikely to be 
swayed, efforts yesterday were 
being concentrated on Senator 


Dennis DeConcini of Arizona 
and Senator Richard Bryan of 
Nevada. 

Both men hare reservations 
about aspects of the legislation 
and said they would have to 
study details of the last-minute 
compromise before finally 
making up their minds. Repub- 
licans in the House and Senate 
are all voting against. 

Democratic leaders contin- 
ued to insist yesterday that 
they were confident the bill 
would pass. Failure to get con- 


gressional approval would be a 
severe blow to the Clinton 
presidency. Mr Leon Panetta. 
the White House budget direc- 
tor, said yesterday: “We are 
working on all of the votes. We 
are not taking anything for 
granted.” 

The main components of the 
compromise package are: 

• Some S2S2.8bn would be cut 
in spending over the next five 
years and an additional 
$243.2bn raised in revenue. The 
bulk of the spending reduc- 


tions would come from defence 
and by limi ting the growth of 
Medicare, the healthcare pro- 
gramme for the elderly. 

• The federal petrol tax. would 
rise by 4.3 cents a gallon - the 
only item that would bear 
directly on middle- income fam- 
ilies. 

The average annual cost per 
car has been estimated offi- 
cially at $21.28. 

• The main weight of tax 
increases would fall substan- 
tially on fa mili es and busi- 


Lethargic growth likely to continue 


THE US economy's lethargic growth is 
likely to continue in coming months, 
according to the Commerce Department's 
index of leading indicators which fore- 
casts movements in economic activity 
over the next six to nine months, writes 
Nancy Dunne ir. Washington. 

The June index, released yesterday, 
increased by 0.1 per cent, after a revised 
decline of 0.4 per cent in May. The index 
has been down or relatively flat all year. 
Wall Street economists had forecast a 0.2 
per cent rise. 

The index measures a basket of eco- 
nomic indicators, from unemployment 


benefit claims to building permits. 

Five of the 11 indicators - including the 
average work week - turned down In 
June. 

The index suggests that widespread lay- 
ing off of workers is a continuing drag on 
the economy. 

Since President Bill Clinton's jobs pack- 
age was defeated by Republicans in the 
Senate, there has been no sign of a stimu- 
lus strong enough to lift the economy oat 
of low growth, althoagh the administra- 
tion has clang to hopes that lower inter- 
est rates would do the job. 

GS executives and salaried employees 


have also been feeling the effects of slow 
growth. 

Median salary increase budgets for this 
year and next are below 5 per cent for the 
first time since 1987, according to the 
Conference Board, the business informa- 
tion group. 

“As companies continue to wrestle with 
fierce global competition and a weak and 
uneven economic recovery, the pressure 
to redace and control costs continues to 
mount," said Ms Elizabeth Arreglado, a 
Conference Board salary specialist "The 
modest salary increase budgets reflect 
this strategy." 







Malcolm Rifkind. British defence secretary, examines the track of an armoured vehicle during a tour of the British base in Vitez, 
Bosnia, yesterday. He is on a two-day fact-finding mission in the former Yugoslav republic 

Decision on Bosnia air strikes 
naoers over Nato divisions 


Sy Gillian Tett 

THE Nato council's declaration 
yesterday that it was prepared 
to use air strikes to break the 
siege of Sarajevo, the Bosnian 
capital, was being digested by 
diplomats who warned that 
divisions remained among the 
allies and the United Nations 
about che nature and Stale of 
such action. 

"Everyone here is wanting 
consensus, and this morning's 
agreement is a step forward. 
But it is not at all cut and 
dried yet." admitted a diplo- 
matic official iu Brussels. 

The agreement, hammered 
out after a long meeting of the 
Nato council in Brussels, pro- 
poses two separate scenarios 
under which allied air strikes 
might be used in Bosnia. 

The first proposal, which 
received the broad backing of 
the allies last week, is to use 
Mato's air power to defend the 
ground troops stationed in Bos- 
nia. 

The second and more radical 
US-led proposal, which was 
unveiled early yesterday after 


12 hours of discussions, would 
use air strikes to attack Ser- 
bian artillery positions around 
Sarajevo, to break the siege of 
the city and let humanitarian 
convoys through. 

UN officials admitted that 
the logistics for the defensive 
air strikes were unlikely to be 
in place for another couple of 
days. 

“We are ready to act, but it 


appear to have overcome their 
earlier fears that air strikes 
could lead to retaliation 
against UN ground troops, 
some allied delegations, includ- 
ing Canada, are known to 
remain nervous about 
full-scale air strikes. Some 
French officials have indicated 
that they would prefer the 
allied action to go even further 
to establish and guard safe 


"Everyone wants consensus but it 
is not at all cut and dried yet’ 


is a question of the ground 
controls," a Nato spokesman 
said, adding that the air strikes 
were likely to Involve the 60 or 
so French. British. Dutch and 
US aircraft currently stationed 
at Italian air bases. 

Nato officials also stressed 
that air strikes against the Ser- 
bian positions could not take 
place until the Nato council 
had held another meeting, 
widely expected to take place 
at the beginning of next week. 

Although most of the allies 


havens in the region. 

Meanwhile, uncertainty 
emerged on whether air strikes 
would require a fresh UN man- 
date. 

Some Nato officials have 
insisted that attacks against 
Serb positions could be carried 
out within the current man- 
date. 

However, international medi- 
ators in Geneva, piqued by ear- 
lier US proposals for unilateral 
air strikes, have insisted that 
any fresh decision could onlv 


be authorised by the UN secre- 
tary general. 

With the Geneva negotia- 
tions on a partition of Bosnia 
appearing increasingly fragile, 
defence experts yesterday 
warned that air strikes were 
unlikely to provide a simple 
solution to the conflict. 

Although most believe the 
allies could destroy the Serbian 
artillery that rings Sarajevo, 
given the relatively unsophisti- 
cated nature of the Bosnian 
Serb forces, they question 
whether they could do this 
before the Serbs inflicted a 
politically embarrassing degree 
of damage on the city or 
sought to retaliate against the 
UN troops stationed elsewhere 
in Bosnia. 

Mr James Gow. lecturer in 
defence studies at King's Col- 
lege. London, said: “Taking out 
the Serbian gun positions is 
not straightforward but they 
car. do it. 

"The problem is. though, 
that that might not be enough. 
Their best hope is that this 
would force the Serbs back to 
the negotiations.” 


□esses earning more than 
$200,000 a year. 

• Personal income taxes 
would be raised from 31 per 
cent to 36 per cent for those 
with taxable incomes in excess 
of $115,000 a year, and $140,000 
for couples, retroactive to Jan- 
uary 1. 

The government says that 
the higher rates would apply 
mostly to those with gross 
annual incomes in excess of 
$140,000 and for couple earning 
more than $180,000. There 
would be a 10 per cent surtax 
on taxable Income over 
$250,000, giving a top rate of 
39.6 per cent. 

• The top corporate income 
tax rate would go up by 1 per 
centage point to 35 per cent for 
taxable income over $10m. The 
taxable part of social security 
benefits would go up from 50 
per cent to 85 per cent for indi- 
viduals earning more than 
$34,000 and couples receiving 
above $44,000. 

• There would also be reduc- 
tions on the portion of meals 
and entertainment spending 
that could be deducted as busi- 
ness expenses and the elimina- 
tion of business deductions for 
federal lobbying expenses. 


Building 
equipment 
sales set 
to decline 

By Andrew Baxter 

SALES of construction 
equipment in Europe are fore- 
cast to foil by 15 per cent this 
year, according to a grim 
assessment by the London- 
based Corporate Intelligence 
Group. 

It comes only four months 
alter the group predicted sales 
woald foil by only 8 per cent 
this year, and reflects sharp 
downward revisions in fore- 
casts for Italy, Spain and 
France. 

Overall, the group predicts 
sales will foil from a slightly 
revised 96,656 units in 1992 to 
82,708 this year. 

Every country in Europe is 
forecast to register a decline, 
apart from the UK. where 
sales are predicted to rise 21 
per cent 

The Italian market is expec- 
ted to foil by 35 per cent this 
year to 10.230 units because of 
what the group calls “the 
political and economic 
impasse". Italy's corruption 
scandals have sharply reduced 
activity in the construction 
Industry. 

Spain - where the market is 
set to fall 29 per cent to 2,195 
units this year - is “unable to 
solve its economic problems," 
says the group. In France, 
which is postponing spending 
on many big projects for the 
time being, the market could 
fall 25 per cent to 7,980 
units. 

The group confirms its ear- 
lier forecast that Germany, 
which accounted for nearly 50 
per cent of European demand 
last year, is cooling off rapidly 
this year. Sales are forecast to 
fall 12 per cent to 39,110 units. 

The German rental sector, 
fuelled by the post-reunifica- 
tion construction boom, is 
becoming rapidly saturated, 
says the group. Nearly all 
important products, apart 
from crawler excavators and 
articulated dump trucks, will 
suffer “serious" declines in 
sales this year. 

However, the overall trend 
for 1994 is brighter. Outside 
Germany, unit sales will grow 
7 per cent next year with 
improvements likely every- 
where apart from Italy. 

Germany, though, will suf- 
fer a farther 13 per cent 
decline, leaving overall Euro- 
pean sales down about 2 per 
cent from 1993. 


Dutch fight 
bid to sink 
cargo system 


T HE EASIEST way to 
spot a Dutch barge on 
the river Rhine is to 
look for the tell-tale signs of 
family life on board. 

Lace curtains hanging in 
front of the windows of the liv- 
ing quarters, geraniums adorn- 
ing the skipper’s bridge and 
children playing in fenced-in 
areas on the ship's deck are all 
clues to the barge’s Dutch ori- 
gins. 

More so than their counter- 
parts in Germany, the river 
barges of the Netherlands are 
floating family businesses - as 
well as the ultimate in mobile 
homes. Over 80 per cent of 
Dutch barges are manned by 
husband-and-wife teams who 
live aboard and send their chil- 
dren to special boarding 
schools for barge familie s dur- 
ing the week. Like forms, the 
barges are handed down from 
generation to generation. 

Now, however, some mem- 
bers of the Dutch fleet of skip- 
per-owned barges fear that 
their survival and their very 
way of life could be endan- 
gered, and they have gone on 
strike in protest. 

Their anger is aimed not 
only at looming liberalisation 
of Europe’s inland waterway 
transport but also at the 
increased tendency of custom- 
ers on the north-south route 
into Belgium and France to 
skirt the “barge bourses” 
which allocate cargoes among 
skippers in rotation and which 
ensure that freight rates do not 
fall below a minimum floor. 

“Eventually, there won't be 
an Independent operator left 
on the rivers. They'll be driven 
out by shipping companies,” 
S3ys Mr Jan Ardon, a skipper 
on the “action committee” of 
strikers and protesters. 

For the post five weeks, pro- 
testers amo ng the Netherlands’ 
4.500-strong skipper owners 
have blockaded locks, pelted 
their working colleagues with 
eggs and stones and generally 
attempted to disrupt traffic in 
a country that is criss-crossed 
by canals and rivers. Last 
Wednesday, 60 protesters 
seized an ocean-going Cypriot 
cargo ship in the port of Rot- 
terdam for nearly four hours to 
support their demand that the 
“tourderole” system of cargo 
allocation for destinations in 
Belgium and France be 
declared mandatory by law. 

The increasingly bitter pro- 
tests started in June after a 
Belgian company, Prayon, 
halted its previous practice of 
finding transport for Its phos- 
phate cargoes through the 
bourse and signed a fixed con- 
tract with a single shipping 
company instead. The change 
means that one customer’s 
annual freight traffic worth FI 
35m f$l. 83m) has been lost to 
the traditional tourderole sys- 
tem, raising fears that mini- 
mum freight rates will eventu- 


ally be undercut and then 
scrapped altogether. 

Mr Barend Biesheuvel. for- 
mer prime minister appointed 
to mediate in the dispute, 
made a concession recently by 
offering to make cargo alloca- 
tions between the Netherlands 
and Belgium mandatory until 
the EC has worked out its 
plans for inland waterways. 

But strikers rejected the plan 
because they fear customers 
will quickly sign up permanent 
shippers in the year it takes to 
get legislation through parlia- 
ment “What's the use of sav- 
ing the tourderole system if 
there’s no business left to 
divide?,” Mr Ardon asks? 

They also want the govern- 
ment to act forcefully to per- 
suade the rest of Europe to get 
tourderole written into Euro- 
pean law, despite EC opposi- 

Skippers say 
customers are 
skirting the 
‘barge bourses,’ 
writes Ronald 
van de Krol 


tlon to horizontal price-fixing. 

The strikers say 1,500 barges 
support their actions by stay- 
ing at their berths and refusing 
to take cargoes. The stoppages 
and disruption are directed at 
dry bulk cargoes such as ani- 
mal feed and iron ore. Barge- 
borne traffic of containers and 
liquid cargoes already foil out- 
side the scope of the “skippers’ 
bourses.” 

T he Inland Waterways 
Transport Information 
Office, whose aim is to 
promote barge traffic, notes 
the dispute centres on only one 
route out of the Netherlands. 

Traffic down the Rhine into 
Germany, the main barge 
a rt e ry in Europe, is unaffected, 
as these cargoes are wholly 
outside the tourderole system. 

Within the Netherlands, only 
18 pa - cent of cargoes are allo- 
cated through the bourses, 
mainly grains, feeds, artificial 
fatilisers and some coal ship- 
ments. Other cargoes, such as 
sand and gravel for the con- 
struction industry, are left to 
market forces. However, skip- 
pers say the presence of tour- 
derole provides a safety net for 
all barge owners in all seg- 
ments of the market. 

Mr Ardon says skippers will 
continue protests for the rest 
of the summer if necessary. 
“Around this time of the year 
It's normal to be idle for three 
to four weeks while waiting for 
the next cargo," he notes. “We 
can hold out perhaps two. or 
three weeks longer before the 
financial problems begin." 


Floods turn fury 
south of St Louis 


THWARTED by St Louis’s 
ll-mile concrete flood wall, the 
Mississippi turned on areas 
south of the city yesterday,. 
Reuter reports from Missouri. 
Engineers were forced to break 
a levee to ease the pressure of 
the river or divert it 

The Army Corps of Engi- 
neers was keeping a close eye 
on the town of Prairie du 
Rocher, Illinois, where a sec- 
tion of a levee was leavened to 
try to divert floodwaters. 

Crews on a barge used a 
crane to scoop gravel off the 
top of a 400-foot long section of 
the Fort Chartres levee to offer 
a path for Good waters. 

Hie hope is that flows over 
farmland parallel to the Missis- 
sippi from levee breaks to the 
north will either flow back into 


the river at that spot or at 
least slow down. 

St Louis’s flood wall, 
designed to withstand a 52-foot 
crest, held firm against the 
Mississippi which crested there 
on Sunday at 494 feet 

Thousands of people were 
stfil out of their bomes in a 
residential area In south St 
Louis after a forced evacuation 
on Monday amid fears of an 
explosion from leaking pro- 
pane tanks floating on fioodwa- 
ters. 

More than 9,000 residents in 
a one-mile radius of the 51 
tanks have been evacuated 
since the capsules loosened 
from their moorings on Friday. 
But as the water receded. 48 of 
the tanks resettled into their 
concrete cradles. 


F yodorov says ministers exploiting banknote chaos 


By Loyia Boulton in Moscow 

MR Boris Fyodorov, the 
i Russian finance minister. 
I wanu.il yesterday tiiat conser- 
vative government ministers 
were socking to exploit the 
chaos spawned by the central 
bank’s cancellation of old 
banknotes Iasi month to 
reverse radical re tor ms. 
Reformist ministers, mean- 
while. were involved in self-de- 
structive "intrigues”. 

"The govertuuent was now 
really united. The old guard 
are exploiting the situation 
and showing their old face." Ik- 
said. 

Ho cited in particular Mr 
Oleg Lobov, the first deputy 
prime minister for the- econ- 
omy, and Mr Alexander Zavcr- 
iukha. deputy prime minister 
ir. cfiarw of agriculture. 


RUSSIA HAS won a limited debt 
rescheduling from the London Club of 
commercial banks, requiring it to pay 
just S3 (Mm by the end of 1993 and 
postponing by five years the repayment 
of another $3bn owed to western banks 
ibis year, writes Ley In Boulton. 

The agreement easing Russia's $24bn 
commercial bank debt, reached in 
Frankfurt in talks with representatives 
of western banks last week, was 


announced in Moscow yesterday. It 
coincides with renewed chaos over 
Russian economic reforms, sparked by 
the central bank's botched monetary 
reform last month. 

Since debt talks started in December 
1991 Russia has been postponing 
repayment on commercial debt 
through a series of three-month defer- 
rals. “By saving we agreed these defer- 
rals made them and us look good, even 


though they would not have paid us 
anyway," one western banker said. 

Mr Andrei Vavilov, deputy finance 
minister, said nothing had been 
decided abont rescheduling amounts 
which would come due next year. But 
if Rossis pays the SoOOm this will mark 
the resumption of commercial debt ser- 
vicing suspended when the Vneshecon- 
ombank. which used to service the 
Soviet Union's foreign debt, defaulted 


on payment. However, western bankers 
say Russia has been making payments 
to some hanks all along - a practice the 
rescheduling Is supposed to replace 
with equal treatment for an creditors. 

Mr Vavilov admitted there were dis- 
agreements on the implementation of 
Russia's existing agreement with the 
Paris Club of government creditors. 
Bat be said Russia would pay a total of 
$3bn in debt servicing this year. 


The Few genuine reformist? 
within the cabinet wore “not 
Mi-operating very much. . . they 
arc- very trained in intrigues". 
Mr Fycduruv said only he and 
Mr Anatoly Chubais, the priva- 
tisation minister, were sticking 
together in defence of policies 
such as tight spending and a 
l roe exchange rate. 

AJthwUiCh he still wants an 
end to remaining central hank 


restrictions on the use of pre- 
1993 banknotes. Mr Fyodorov 
admitted that the main casu- 
alty iif the central bank's crude 
monetary reform v;a« "the 
credibility of the government, 
the president and the [market | 
reforms". 

Having intervened to c-Hrni- 
nute the confiscatory nature of 
the central bank operation, it 
was itr.w difficult for President 


>Tis Yeltsin, who had initially 
"nut understood what be was 
■-'r’.v.g involved in," to cancel it. 
Mr Fyodorov said. But he 
expected Mr Yeltsin to stem 
• 'k tide against reform when 
ii*- chairs a special government 
meeting soon. 

?-Ir Yeltsin eased the time- 
table tor the exchange of old 
nmole notes and raised the 
amount of cash individuals 


could exchange from the origi- 
nal central bank limits. 

Mr Fyodorov, who was in the 
US when the central bank 
announced a move which he 
would never have let through, 
finally intends to resign from 
his second, much more lucra- 
tive job, as Russia's representa- 
tive at tbe World Bank in 
Washington. 

He has been holding both 


jobs in parallel since joining 
the government in December. 
But he excluded resigning as 
finance minister. 

“This is not a time to give up 
or give in to any pressures,” he 
said, adding mi the contrary 
that his tactics now were “to 
raise the heat, to make the 
fight for reform more acute". 
He said the worst thing that 
could happen is that he would 


be “ousted" in the fray. 

Although the chair man of 
the parliament, Mr Ruslan 
Khasbulatov, has called for the 
punishment of officials 
"guilty" of the banknote opera- 
tion, Mr Fyodorov said parlia- 
ment was unlikely to dismiss 
Mr Viktor Gerashchenko, the 
central bank governor, when it 
meets bn Friday. 

Mr Gerashchenko, who Initi- 
ated the banknote operation, 
was yesterday quoted as hav- 
ing admitted that he had not 
thought about the implications 
of cancelling small denomina- 
tion banknotes - which even 
prevented people from paying 
for newspapers. 

Mr Fyodorov said the central 
bank was not even carrying 
out its stated aim of weaning 
other former Soviet republics 
off the rouble. 


lYi 




f 






FINANCIAL TIMES WEDNESDAY AUGUST 4 1993 


MEWS; INTERNATIONAL AND WORLD TRADE 



Tough US 
line urged 


on air pacts 


By Nancy Dunne 
in Washington 


PRESIDENT Bill Clinton’s 
advisory airlines commission 
is recommending a tough 
response to governments 
which violate bilateral aviation 
treaties with the US. 

In its final report, approved 
on Monday, it urged multilat- 
eral negotiations on a range of 
aviation issues and enforce- 
ment of bilateral pacts 
“through all m eans , including 
renunciation and suspension of 
privileges and services when 
violations occur". 

The commission cited 
France’s termination of its US 
bilateral agreement and Chan- 
cellor Helmut Kohl's letter to 
President Clinton threatening 
termination of the German 
accord as “only two of the 
most prominent examples of 
the problems the US govern- 
ment faces in trying to pre- 
serve and expand competition 
internationally". 

Bilateral pacts can no longer 
protect US interests, the com- 
mission said. “The increasingly 
contentious bilateral relation- 
ships already mentioned are 
resulting in agreements or 
de facto relationships either 
markedly more rigid and pro- 


tectionist than before or 
seriously out of balance.” 

The commission envisages a 
free flow of cross-border airline 
investment. The US should 
approve foreign investment of 
up to 49 per cent voting equity 
in US airlines, but only “in the 
context of bilateral agreements 
which are reciprocal and 
enhance the prospects of secur- 
ing the ultimate goal of pro- 
competitive. multinational 
agreements. The foreign inves- 
tor must not be government- 
owned. and the Investment 
most advance US national 
interest." 

Another report out this 
week, from the Economic 
Strategy Institute, an influen- 
tial Washington think-tank, 
warns that overseas invest- 
ment in the US airline industry 
has enabled high-cost foreign 
producers to dominate low-cost 
US companies. This erodes the 
US industry’s competitive posi- 
tion and destroys US jobs. 

Gains by British Airways 
from its investment in US Air 
will shift $350m (£234mj a year 
in revenues to BA from US air- 
lines and cost the US economy 
3,500 jobs, the report says. 

Opening the US market to all 
foreign airlines could cost $4bn 
and jeopardise 40,000 jobs. 


‘Civilian glove for Nigeria’s military fist’ VC 


Paul Adams reports on the latest twist in the country’s muddled search for democracy 


Japan parties 
to apologise for 


war aggression 


“PART farce, part tragedy, 
total confusion." commented a 
retired Nigerian diplomat after 
a weekend which saw a dra- 
matic twist in his country's 
muddled search for democracy. 

It would not be possible to 
re-run the annull ed presiden- 
tial elections held last June. 
President Ibrahim Babangida 
told Nigerians on Saturday. 
Instead, an interim govern- 
ment would soon take charge. 
He failed, however, to answer 
the question everyone was ask- 
ing; when will the soldiers, in 
power since 1985. return to bar- 
racks? 

There is growing suspicion 
that the move is not simply a 
further delay in the military 
government’s handover to 
civilians, still officially set for 
August 2?. Instead, it could be 
designed to extend Gen Baban- 
gida’s hold on office well into 
the future. 

Co-opted politicians drawn 
from two weak parties, lured 
by the massive oil-financed 
patronage that Gen Babangida 
dispenses, could help him put 
“a civilian glove over the mili- 
tary fist”, as one Nigerian 
described it. 

Such a ploy could exacerbate 
rather than resolve the coun- 
try's political and economic 
crisis. Window-dressing will 
not improve the domestic 
standing of a deeply unpopular 
regime. Nor will it satisfy west- 
ern governments and creditors, 
who have made clear that 
rescheduling the country's 
S34bn (£22.8bn) external debt 


depends not only on economic 
reform, but on the ending of 
military rule. 

Some Nigerian analysts sug- 
gest that Gen Babangida is 
ready to go, but needs a safe 
way out “A civilian govern- 
ment. yes, but one that he is 
certain will be able to guaran- 
tee his security, and not inves- 
tigate allegations of corrup- 
tion,” as one put it 

Others Dear the general has 
become wedded to power. He 
has postponed the transition to 
democracy three times before, 
but always giving a new date 
for the termination of military 
rule. This time he gave no 
deadline. “It confirms what we 
have been saying for three 
years now, that Babangida is 
not planning to go,” says Mr 
Olisa Agbakoba, president of 
Nigeria's Civil Liberties Organ* 
isation. 

“But what has changed is 
that the parties have collabo- 
rated in the extension of mili- 
tary rule. This means that they 
are no longer the focus of civil- 
ian opposition to this regime.” 

In the deal reached at the 
weekend, the executives of the 
Social Democratic Party (SDP) 
and the National Republican 
Convention (NRC) agreed 
unconditionally to form an 
unelected interim government 
- without knowing its powers, 
duties, membership or term of 
office, or whether Gen Baban- 
gida will remain president 
after August 27. 

Resistance from other quar- 
ters has so far proved ineffec- 






Babangida (left): the big question left unanswered; Abiola: sidelined; and Obasaxqo: only option 


tuaL The Civil Liberties Organ- 
isation proposes a mass stop- 
page which will “paralyse the 
economy”. But unemployment 
is high, the trade unions are 
weak and labour leaders seem 
as susceptible as the politi- 
cians to being coopted. 

Meanwhile, Mr Moshood Abi- 
ola, the SDP’s apparently suc- 
cessful presidential candidate 
in the June poll, seems sty- 
mied. notwi thstanding his con- 
siderable support in the pre- 
dominantly Yoruba and mainly 
Christian south. 

Though Mr Abiola is retain- 
ing his c laim to the presidency, 
his own party executive is co- 


operating with Gen Babangida. 
Mr Abiola has denounced the 
interim government, described 
his party's participation as a 
sell-out, and told a crowd in 
Lagos on Saturday: “I am pre- 
pared to lace the firing squad 
of President Ibrahim Baban- 
gida.” But with Mr Abiola des- 
erted by the SDP executive, 
Gen Babangida will not need to 
takp such drastic action. 

The weak state of the parties 
is hardly surprising. They are 
both creations of the govern- 
ment. Their credibility was 
already impaired because the 
original presidential candi- 
dates in October 1992 (in an 


earlier, also aborted, cam- 
paign) were banned from fur- 
ther political activity. Most of 
the influential political leaders 
have since remained behind 
the scenes. 

But these leaders are still 
among the power brokers, and 
significantly seem to have 
opted to avoid confronta- 
tion - no doubt bearing in 
mind that there seems little 
likelihood of an effective chap 
lenge to the president from, 
within the army. 

Among these power brokers 
is the group of religious and 
community leaders known as 
the northern elders which met 


last Thursday. They agreed to 
the interim government, and 
sent a delegation to Abuja 
which included the two presi- 
dential front-runners last year. 
Mr Sbeha Yar'Adna and Mr 
Adamu rirnma. 

Eqoally significant is the 
stance of ftg other tnatn noo- 
party pressure group, led by 
retired General CHusegun Oba- 
saqjo, who ted Nigeria's mili- 
tary regime from 1976 nnti) 
handing over to an elected 
civilian government in 1979. 

Although the fiercest critic 
of Mr Babangjrta’g pre s id ency 
in recent months, he has given 
guarded support to the pro- 
posal for an interim govern- 
ment. The country cannot be 
allowed to drift indefinitely. 
We have to move forward. 
somehow, 1 ' be said on &mday. 

“It’s not the best solution, or 
even the fourth-best solution, 
but when all other sensible 
routes have been Mortal by 
this president. I think we hate 
to take it” 

The sentiments go to the 
heart of the. opposition's 
dilemma: confrontation Is 
either not feasible or it is 
potentially destabilising, bat 
going along with an interim 
government may he playing 

mtn Gen hands 

If they are to placate the 
sceptics, Gen Obasaqjo and his 
cafleagoes have to show there 
is a middle way; that participa- 
tion in si interim s mmt 
win curtail the president's 
time in office and not unwit- 
tingly extend it. 


By Robert Thomson In Tokyo 


JAPAN will seek a full 
reconciliation with its neigh- 
bours by making a clear apol- 
ogy for aggression during the 
second world war and properly 
compensating victims. Mr Tsu- 
tomu Hata. leader of the Japan 
Renewal party, promised yes- 
terday. 

Mr Hata. likely to become 
deputy prime minister in 
Japan's new government, said 
relations with other Asian 
countries were still coloured 
by the past. The proposed 
coalition government believed 
there had to be an apology that 
would "act as an historical 
punctuation mark." Mr Hata 
said. 

His remarks were echoed by 
Ms Takako Doi, the former 
Social Democratic party leader, 
who agreed yesterday to 
become speaker of the lower 
house of parliament The SDP 
and the Japan Renewal party 
are members of the seven-party 
coalition likely to form a new 
government tomorrow, ending 
the Liberal Democratic party’s 
38-year grip on power. 

Ms Doi, who will be the first 
woman to hold the position, 
said she had accepted the post 


in the hope of “reactivating” 
Japanese politics and making 
the political process more open 
and less corrupt. Many sup- 
porters wanted her to reject 
the offer because the coalition 
includes former members of 
the LDP. and suggested she 
form a new party of her own. 

Japan's parliament is sched- 
uled to vote tomorrow on a 
new prime minister, and the 
coalition leader. Mr Morihiro 
Hosokawa, is expected to have 
the numbers to defeat Mr 
Yohei Kono. the leader of the 
Liberal Democratic party, 
which is likely to be pushed 
into opposition after nearly 
four decades in office. 

The coalition parties have 
made clear in policy state- 
ments that they consider the 
LDP has shown too little 
remorse over the war, and that 
a new administration would 
want a full reconciliation with 
Asian neighbours. 

Mr Hata said the government 
had been unable to find the 
right words to apologise sin- 
cerely for wartime brutality, 
and the time bad come to send 
a clear message about the past 
so that the country could take 
an appropriate political role in 
the region. 


No accord in chip talks 


JAPAN and the US ended the 
two-day talks over semicon- 
ductor trade in Kyoto yester- 
day, with both sides reiterat- 
ing conflicting opinions over 
setting share targets for for- 
eign suppliers in the Japanese 
market, writes Emiko Tera- 
zono. 

Officials at Japan's Ministry 
of International Trade and 
Indostry said the US expressed 
satisfaction with Japanese 


efforts to increase market 
access to foreign chip makers. 
However, the Japanese side 
rejected calls for a 20 per cent 
average foreign market share 
for the current year. 

Japan has been insisting 
that it was never committed to 
the 20 per cent market share 
goal for foreign chip makers 
stipulated in the 1991 bilateral 
semicondnctor trade agree- 
ment 



A Russian Antonov An-124, one of the world's largest aircraft, approaches Kai Tak, Hong Kong, yesterday after gaining clearance to 
land. It will take sections of a British-donated Bailey bridge to Nepal where Gurkha soldiers will replace bridges lost in Hooding 


US optimistic on Mideast talks 


MR WARREN CHRISTOPHER. US 
secretary of state, yesterday appeared to 
support Israel's view that the US-arranged 
ceasefire which ended Israel's bombard- 
ment of southern Lebanon last week could 
advance stalled bilateral peace talks with 
Syria and Lebanon, writes Julian Ozanne 
in Jerusalem. 

“The fighting in Lebanon. . . was a 
reminder of how urgent our task is and 
how real are the enemies of peace." he 
said after meeting Mr Yitzhak Rabin. 
Israeli prime minister. “But it is also an 
indication of the fact that Israel, Lebanon 
and Syria are able to work together on a 


problem and 1 think take a step in trying 
to ensure that the peace process isn’t 
derailed.” 

Jerusalem has expressed the hope 
recently that Mr Christopher would focus 
on making progress in talks between Syria 
and Israel over the occupied Golan 
Heights, seized by Israel in the 1967 Middle 
East war. However, analysts believe prog- 
ress with Syria will be difficult so long as 
talks between Israel and the Palestinians 
remain deadlocked. There appeared little 
progress in yesterday's meeting between 
Mr Christopher and the Palestinians. 

Several members of the Palestinian dele- 


gation, including Mr Haidar Abdel-Shafi, 
chief negotiator in the peace talks, boycot- 
ted the meeting with Mr Christopher, acc- 
using the US of bias towards IsraeL 

After the talks, Mrs Hanan Ashrawi, Pal- 
estinian spokeswoman, said there had 
been no discussion of a US-drafted docu- 
ment which lays the ground for an interim 
period of Palestinian self-rule in the occu- 
pied territories. 

Instead, she said, the Palestinians 
pressed Mr Christopher to consider 
reviewing the framework for the talks and 
to allow immediate discussion on the final 
status of a Palestinian entity. 


NEWS IN BRIEF 


Reed Elsevier in 
Chinese venture 


REED Elsevier, one of the woi-kTs large& publishers, has became 
the first Western firm to establish a business information com- 
pany in China, writes Tony Walker in Bejfing. 

Reed Information Services, Hie I nmimn s publishing arm of the 
permit company, has established Reed Sino Asia to handle its 
fjhina interests, which win frriwie periodicals and te«fna»i 
Its first project will be Kompasa China, which is an equity joint 
venture between Reed Sino Asia and Cetic, an affiliate of China's 
Ministry of Fbrefgn Trade and Economic Cooperation. 

Mr Peter Davis, chief ex ec ut ive of Reed Elsevier, said his 
company welcomed the opportunity to "operate in the world's 
fastest growing economy." ’ . 


Mahathir attacks Western press 

Dr Mahathir MnhawiaH Malaysia’s prime minister, has nwhawhed 
a strong attack on what he conshkss to he b i a s e d iH -Informed 
reporting on events in Asia by the Western media, writes Kieran 
Cooke in Koala Lumpur 

“Their mam idea b how to create faction. and instability, so - 
that If we are unstable they can compete with us," said Dr 
Mahathir. ' 

Dr Mahathir, sharply critical of file West on a number of issues 
ranging from the enviro nment and Tinman rights to matters of. 
trade, questioned the motives behind the recent purchase of a 
Hong Kong-based TV satellite network by Mr Rupert Murdoch, 
the media entrepreneur. 

Mr Murdoch recently paid $525m (£S52m) for a 63.6 per cent 
stake in Hutchvisum, the Hong Kong based parent c om paxyef , 
Star TV. Star TV is Asia’s leading satellite TV network. V 
See Editorial Comment 


ABB wins Athens airport contract 


A consortium led bv Mannhelm- haseri ABR Srhaltarflftg wri part of 

Asea Brown Boveri. has won a J420m (£282m) contract to pro&kfe 
and install an the electrical equipment for the new.Athens 
airport at Sparta, writes Andrew Baxter. 

The contract from the Greek government lbQows last week’s 
selection of a consortium led by Ho chtief ; the Ge rman construe- 
ticm company, to build the airport The complete project is wrath 
about 82Ubn. 

ABB companies are partners in the overall consorthmi.and wffi 
account for about $235m of the electrical work won by the 
subsidiary consortium. 


Fiji selects Vodafone network 


Vodafone, the UK mobile communications group, has been cho- 
sen by Hji’s state telecommuxdcalians company as a strategic 
partner to build the island’s first cellular phone network, writes 
Andrew Adonis. Vodafone will take a 49 per rmt stake in- the 
joint venture. 

It also plans to build a paging network on the fefond. The 
phone network will be built to the pan-European GSli iBgltal- 
standard. 


Turkey’s EC courtship lowers the trade barriers 


I F TRADE officials in Brus- 
sels still have doubts about 
Turkey's commitment to 
open its markets, they might 
consider the case of Philip Mor- 
ris, the US cigarette manufac- 
turer. 

Having invested nearly 
$500m (£330m) on a plant near 
Izmir - its largest single invest- 
ment outside the US - the com- 
pany now says it would have 
been cheaper to import its 
product from a European sub- 
sidiary. 

Philip Morris's predicament 
is a measure of the impact of 
the sweeping tariff cuts, intro- 
duced in January, that put 
Turkey back on track for a cus- 
toms union with the European 
Community by 1996. 

Philip Morris, owner of the 
Marlboro brand, is something 
of a special case, investing in 
one of the most regulated 
industrial sectors in Turkey. 
But as the deadline 
approaches, Turkish trade offi- 
cials expect a tug-of-war 
between government and 
industry across a whole range 
of sectors. 


John Murray Brown reports on the most radical reforms since the early ’80s 


In March a joint EC-Turkish 
steering committee was estab- 
lished. with the government 
and particularly the foreign 
ministry enthusiastically extol- 
ling the merits of a customs 
union. In Ankara recently, 
Turkish business leaders from 
industries most vulnerable to 
import competition met to 
develop a strategy. 

With a customs union, the 
business environment will be 
turned on its bead. Foreign 
investors can no longer base 
their calculations simply on 
the attractions of Turkey’s 
large protected home market 
Issues of cost structure and 
export competitiveness have to 
be considered. 

Moreover. Cor foreign multi- 
nationals already in the coun- 
try. the tariff changes will 
force a complete rethink of 
sourcing policies, with a clear 
incentive to source Imported 
raw materials and process 
inputs to the EC. 

The trade picture has 


changed, too. Trading compa- 
nies from Japan complain their 
Turkish buyers are turning to 
EC suppliers and in some 
instances even cancelling exist- 
ing contracts. 

For Turkish groups, the 
reforms will accelerate the 
trend to foreign collaboration. 
Many local companies, from 
consumer durable manufactur- 
ers to vehicle makers, are seek- 
ing foreign partners in an 
attempt to upgrade technolo- 
gies and boost exports - ulti- 
mately the only defence 
against increased import com- 
petition. 

Mr Hayrettin Yildlrim. head 
of investment at the Treasury, 
says Turkish groups will have 
to integrate with foreign multi- 
nationals if they want to com- 
pete. He believes the days of 
family-owned holdings are 
numbered. 

According to EC calcula- 
tions. the cuts in import duties 
reduce effective rates of protec- 
tion for the Community's 


industrial goods by an average 
6.4 per cent. For the first time, 
EC goods and those from coun- 
tries of the European Free 
Trade Association are provided 
with a clear trade preference 
over third countries, estimated 
at around 4 per cent - the crux 
of Philip Morris's complaint. 
The reforms provide greater 
transparency and scrap a num- 
ber of non-tariff barriers such 
as stamp duty and a range of 
special levies. 

The moves represent the 
most radical trade reform since 
the late President Turgut Ozal 
embarked on Turkey's market- 
oriented policies in the early 
1980s. The legislation, passed 
by parliament last summer, 
has taken two years to prepare 
and covers some 18.000 individ- 
ual import items. 

However, for industrial 
goods, effective protection 
rates remain around 15 per 
cent while for farm products, 
which are currently excluded 
from the negotiations, they are 


as high as 62 per cent 

Nonetheless, by 1996 rates 
are scheduled to be reduced to 
zero and Ankara will adopt the 
Community’s common external 
tariff (CETl for goods from 
third countries. The EC lifted 
import restrictions on Turkish 
goods in 1973, although textiles 
are covered separately by a 
quota arrangement and there 
are various seasonal restric- 
tions on certain food products. 

But Turkey's task is not sim- 
ply to satisfy the EC timetable 
agreed under its 1964 Associa- 
tion Agreement It has to show 
that the arrangement is not in 
breach of the General Agree- 
ment on Tariffs and Trade. 

The new regime also has to 
maintain sufficient tax reven- 
ues at a time of budget con- 
straints. Ankara points out it 
will be the only country to 
enter a customs union without 
gaining EC membership and is 
seeking EC funds to compen- 
sate for an implied revenue 
loss of $3bn (£2bn; a year. 


Turkey 

EC trade (Jbn) 
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The adjustment for inves- 
tors, both foreign and domes- 
tic. has been considerable. 
With inflation around 60 per 
cent and the lira having suf- 
fered a real depredation, inves- 
tors already complain their 
capital is being eroded. 

As trade barriers come 
down, the traditional attrac- 
tions of investing in Turkey 


change. Indeed,- con- 

cede there may be a si gnificant 
drop in foreign capital inflows. 
Dr Ali TigreL former head of 
the state planning organisa- 
tion, warns that Turkey “can- 
not go into customs union with 
closed eyes", an inc reasingly 
common refrain in Turkish 
boardrooms. 

In 1992, Turkey approved 
?l.Sbn worth of foreign invest- 
ment permits (though consider- 
ably less is realised). Moreover, 
most - the Istanbul based Capi- 
tal Co-ordination Board esti- 
mates as much as 80 percent 
- is targeted at domestic sate 
in protected sectors such as 
cement cars and tobacco. 

In the long run the exercise 
will force through new efficien- 
cies and concentrate resources 
in the areas where Turkey has 
real competitive advantage. 

Mr Yavuz Canard, a former 
head of the central hank and 
now chairman of the Foreign 

Capital Co-ordination Board, 

says: "I don’t think Turkey 
should be seen any longer as a 

haven for protected indus- 
tries." 


Brunei to 


invest $9bn 
in Vietnam 


A BRUNEI company oantroBad 
by the younger brother of tee . 
country’s sultan said' it had 
won approval to invest te>-to 
S9bn(£Sm) in Vietnam, Beater 
reports from Bandar Seri 
Begawan, Brunet, 

Primal, headed by Prince.. 
Sqfri BolMah, said in a state- 
ment the Vietnamese goman-’ 
meat bad approved 19 prefect* 
mostly in off -and gas explore- - 
turn over a 20-year period. - 
Primal win- venture fnt o 

gold unate& buOd roads -and 
-bridges, and set iqr-a^petro- 
chemical plant, the cotopan? - 
said. The deal was .signed ** ' 
the weekend .with . officials 
from the Vietnam -State Com- , 
rafttee for Co-operation and 
Investment, PrimalsaiSr 
Western diplomats- ddd 
would be Bnmai*s.,sragje jQ&j-. 
est investment iff tedodstest 


rich sultanate on Borneo 
Is la nd, baa been stepping PS 
overseas investments -to help 
reduce its dependence -bh Sat" • 
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ADVERTISEMENT 


Strength in R&D 


In support its core activities in i Electronics and Energy Toshiba Corporation 
expanded into vast array of fields — information and communication systems 
electronic devices to heavy electrical apparatus, and consumer products. 

In each of the areas Ibshiba has targeted, the secret behind the company's 
success, believes company president Furnio Sato, is the high priority placed on 
research and development . 


By RusseU McCulloch 



Mr. Fumio Sato, President and Chief Executive Officer, Toshiba Corporation 


Technologies — -A Driving Force for 
Corporate Growth ; 


McCulloch: We are dll looking forward 
to a recovery in the world economy. What do 
you think is the most important factor for 
Toshiba’s continued corporate growth? 

Sato: Kisaburo Vkmaguchi, a- fonner presi- 
dent of Toshiba, once said, that a manufec- 
turer without R&D facilities is like an insect 
without antennae. Strong technological capa- 
bilities provide the basis, the driving force, for 
corporate growth. This means that the ability 
to create innovative prod uctfsis a key factor 
determining corporate” strength in this severe 
business dunate. : r ‘. : J ‘ 

R&D also plays an important part in our 
“Three G” policy, covering Growth, Group 
and Global. To achieve growth, we have to 
direct our resources to facilitate expansion in 
promising areas. Our group policy is geared 
to enhancing group R&D, and so strengthen 
the overall capabilities of Toshiba Group. 
Our global target is^ continued promotion of 
globalisation, including expansion of overseas 
R&D and production. Here; we are also pur- 
suing greater localisation in the management - 
of our overseas Subsidiaries, and. realising our 
policies for c ompe t i t i on, cooperation and 
complementarity through global alliances 
with major international companies. 


quicken out responses to fast-changing trends. 
We now have eight laboratories that make up 
the R&D Centre. They are Advanced Research, 
Materials & Devices Research, Communica- 
tion & Information Systems Research, Energy 
& Mechanical Research, ULSI Research, Sys- 
tems & Software Engineering, Environmental 
Engineering, and the Kansai Research Labs., 
which are responsible for R&D in informa- 
tion and communication technologies. Each 
of these is free to carry out their own projects. 
There . is one more organisation 1 should 
mention. The Manufacturing Engineering 
Research Centre is responsible for developing 
production technologies used throughout the 
company. These are essential for reliable mass 
production of precision equipment. 



McCulloch: What about numbers? How 
many engineers work in R&D? 

Sato: Quite many. One of the reasons 
why so many Toshiba products enjoy world- 
wide recognition is because they incorporate 
the skills. of our engineers and researchers, 
who number about 45 per cent of Toshiba 
Corporation’s 75,000 employees. Researchers 
alone account for around 20 per cent of all 
employees. About 60 per cent of these work in 
the engineering departments, with the others 
equally divided among the R&D Centre and 
the development labs. 


Three-tier R&D Structure 


McCuBodu How is Toshiba's R&D organ- 
ised? 

Sato: Our business interests are very 
diverse, ranging from information and com- 
munication systems and electronic devices 
to heavy electrical apparatus and consumer 
products. Wb see our field as “Electronics 
and Energy”, from which we have derived the 
Toshiba slogan “E&E.” We carry out research 
in the wide variety of technologies required to 
support “E&E ” 

Our R&D is organised in a three-tier hier- 
archy, with laboratories at each level carrying 
our different assignments. In the first-tier, the 
laboratories at our corporate Research and 
Development Centre conduct research from 
a long-range perspective of more than five 
years. That is, working on basic technologies 
that might be utilised in products in five or 
more years from now. The second-tier devel- 
opment laboratories belong to our different 
business groups. They are oriented to practical 
application of the technologies developed in 
the corporate labs, and are looking at com- 
mercialisation of new products within a three 
to five year time span. Final commercialisa- 
tion, in under three years, is carried out by 
the engineering departments in each operating 
division. 


McCulloch: You have an extensive R&D 
structure in Japan. What about overseas? 

Sato: We have four important overseas 
facilities. In January 1991, we set up the 
Tbshiba Cambridge Research Centre in the 
UK to cany out basic research in semiconduc- 
tor physics. Europe has taken the initiative in 
research in this field. In the US, our Advanced 
TV Technology Centre, established in May 
1990, is working on new TV technologies, in- 
cluding High Definition TV. We also have US 
R&D facilities for software for information 
and communications systems and medical 
equipment. 


in the computer and consumer product indus- 
tries. My understanding of the concept is 
that there are many different media that can 
carry and present information: video, text, 
visual images, sound. When they are handled 
as analog data — the way most media are still 
configured today — then each medium has its 
own analog form. That means different kinds 
of information can’t be handled together, in 
the same way or within the same framework. 
Now we are seeing a “digital revolution” that 
will be more or less complete by the beginning 
of the next century. As with computers, all in- 
formation sources will be fused in digitalised 
data and we will be able to process it in one, 
unified framework. Digitisation removes the 
differences between media, fusing them into 
the framework of multimedia. Consequently, 
more effective use of information will be 
realised and we expect our creativity to be 
dramatically enhanced. 


Working towards a Synergy in 
Operations — Multimedia Business 


McCulloch: So, multimedia means a 
fusion of the information, communications , 
audio and visual imaging equipment fields? 

Sato: That is right. And that is why I 
believe Toshiba is one of the companies best 
positioned to realise the full potential of multi- 
media. As a comprehensive electronics maker, 
we are working towards a synergy in the wide 
range of products and services we cover in 
our operations. Electronic components, image 
compression, image filing and battery tech- 
nologies are indispensable to multimedia. 
Toshiba has already made major advances in 
all these areas. 


McCulloch: Nowadays, we hear a lot about 
integrating technologies from different fields 
and about the impact multimedia will have 
How is Toshiba, responding to this trend? 
Sato: Multimedia has become a buzzword 


McCulloch: Can you give me some 
details? 

Sato: As I am sure you know, we play 
a leading role in the world semiconductor 
market We have also pioneered the research, 
development and commercialisation of liquid 


Mission of R&D Organisation 


long 
5+ years 



time range 
of task 


Organisation 


McCulloch: It sounds as if the corporate 
laboratories are pushing forward essential 
research Can you tell me more about their 

StrU Z rtTwell, in October last year we com- 
peted a major restructuring, of corporate 
research and development. What we wanted 
to achieve was a further refinement of our 
SnSies. We wanted to break down bam- 
promote inter-disdplinary actuaries and 


Basic Technologies for Multimedia 

Component technology 


Image and data 
filing technology 



System technology 


Rechargeable battery 
technology 


Image compression 
technology 


In Touch with Tomorrow 


TOSHIBA 


crystal displays (LCDs). In image compres- 
sion, we are working to establish a world 
standard for a compression format which can 
send and record images without deterioration. 
Toshiba is a major player in CD-ROM and 
optical disks, products that have a central role 
to play in large volume data storage. In batter- 
ies, a joint venture with Asahi Chemical 
Industry to develop and manufacture lithium- 
ion rechargeable batteries has just started 
operation. These are next-generation batteries 
that are small and light-weight. With Apple 
Computer of the US, Tbshiba is working on 
CD-ROM based personal multimedia players. 

Our efforts are not only tied to hardware. 
Our limited partnership with Time Warner 
gives us access to an extensive software library. 


Directing Resources for 
Progress towards the 21st Century 


McCulloch: My understanding so far is 
that Toshiba has an extensive R&D operation 
and is active in a wide range of technologies. 
Turning to the long-term, which business 
areas will you focus on for the 21st century? 

Sato: We are great believers in the benefits 
of a highly advanced information society, 
and we are making every' effort to support its 
realisation. We are investing our resources 
in information and communication systems, 
particularly in the areas of broadband com- 
munications, high-speed information proc- 
essing and digital technologies. 

Our electronic components business is 
one that will continue to be central to growth. 
As one of the world's leading IC manufac- 
turers, we will maintain our competitiveness 
in the market by providing further high value 
added products. To take one example; we 
are working on the process technology for a 
future generation of 256 megabit DRAMs in 
a joint development with IBM and Siemens. 
We are also very active in promoting flash 
memory technology, through alliances with 
major companies. This is a very exciting 
product with a lot of potential, including the 
eventual replacement of hard disk drives. We 
are cooperating with IBM Japan in another 
key area, large-size colour LCD. 

In the energy business, we are focusing 
on fuel cells and combined cycle power gener- 
ation, which enhances heat efficiency by com- 
bining conventional thermal power generation 
with a gas turbine. These efforts allow us to 
play an active role in tackling conservation 
of limited resources and supporting environ- 
mental protection. 


“E&E” Supports the 21st Century 


McCulloch: W hat kind of integration tech- 
nologies are necessary' for the 21st century? 

Sato: I believe that the depletion of re- 
sources and the destruction of the environment 
will be critical problems in the 21st century. 

Look at transportation. Every day, count- 
less trucks are on the roads, carrying masses 
of products, materials and food. They cram 
the streets, bum non-recoverable fuels, and 
damage the environment. Ultimately, they 
hurt economic development and deplete 
natural resources. 

Tbshiba is conducting R&D into a new type 
of transportation system, a super-conducting 
magnetic levitated train. Here we are able to 
combine our wide-ranging capabilities in elec- 
tronics with transportation technology, and 
develop an answer to our traffic problems. 
This is exactly the kind of integration made 
possible by our commitment to “E&E.” 

I believe that Toshiba has a lot to offer the 
world, as we cover a wide variety of businesses 
through Electronics and Energy. We have a 
huge potential to contribute to the progress of 
world society- The way I see it, that contribu- 
tion is Toshiba’s mission. 
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Strong doubts remain over public willingness to take part in controversial privatisation of s tate group 

Coal sell-off plan brought forward to next July 


By Michael Smith 


THE BRITISH government 
wants to sell the bulk of Brit- 
ish Coal, one of the country's 
last state-owned heavy indus- 
tries. by as early as nest July 
in a privatisation process that 
is likely to break it up into at 
least two separate entities. 

They also prefer “trade 
sales" to existing companies to 
a flotation on the stock 
exchange. This would be more 
likely to result in replacement 
of existing management with 
private sector managers. 

There are also strong doubts 


about the public's willingness 
to take part in one of the most 
controversial privatisations the 
government has attempted. 

The industry until now had 
expected British Coal to stay in 
the public sector at least until 
early 1995. 

Although ministers have yet 
to decide finally on a break-up. 
they are strongly influenced by 
the privatisations of the gas 
and electricity generating 
industries where the creation 
of a monopoly and duopoly 
respectively has caused consid- 
erable controversy. 

British Coal will counter 


that splitting the Industry will 
weaken its bargaining power 
with the electricity generators, 
its main customers. 

The Department of Trade 
and Industry’s preferred time- 
table would entail a bill being 
presented to the House of Com- 
mons shortly after it reassem- 
bles in October and a second 
reading put through before 
Christmas. That would open 
up the possibility that the sale 
of the main parts of British 
Coal could be effected in July 
to coincide with the bill being 
given royal assent that month. 

The timetable has yet to be 


accepted by Cabinet. But DTI 
ministers will argue that as 
much time as possible be 
placed between the controver- 
sial sale and the next election. 

Even If the fast-track time- 
table is approved, considerable 
sections of British Coal, includ- 
ing some pits whose long-term 
future is marginal, would 
remain In the public sector for 
some months and even years. 
Ministers have accepted the 
need for a residual body, possi- 
bly re tainin g the British Coal 
title, to run pits while it was 
determined whether there was 
a market for their future. 


There may be several pits in 
that category. Most industry 
analysts expect the decline in 
the market to leave a 
long-term future for only about 
15 of the 30 remaining pits. But 
the government could have dif- 
ficulty closing the remaining 
15 by the middle of next year, 
given the public outcry that its 
last closure plans prompted. 

The residual body would also 
be in charge of most of the 
corporation's £3bn of liabilities, 
including those for subsidence 
and concessionary coal for for- 
mer employees. 

Ministers' preference Eor 


splitting up British Coal could 
allow them to satisfy the 
demands of an influential Scot- 
tish lobby group which wants 
all parts of the corporation 
north of the border to be hived 
off into a separate company. 

The bulk of the corporation 
in En gland and Wales could 
divide easily into two organisa- 
tions, one in central England 
and the other in Yorkshire, 
which are being set up by a 
restructuring already under 
way. 

• National Power, the UK's 
largest electricity generator, is 
more likely to reduce its emis- 


sions of harmful substances by 
switching from coal to gas. 
than by Installing more 
clean-up equipment at existing 
coal-fired power stations. 

Mr John Baker, chief execu- 
tive, said the high cost of 
equipment to remove sulphur 
from Oue gases made it com- 
mercially logical to build more 
gas-fired plant instead. 

He was launching the compa- 
ny’s first environmental report 
showing that National Power 
is spending £ibn on power sta- 
tion clean-ups. 


Relaxation 
of rules on 
lorry weight 
condemned 


By John WflJman, 
Public Policy Editor 


TRANSPORT GROUPS joined 
forces yesterday with business 
organisations and environ- 
mentalists to condemn the 
government’s decision to allow 
44-tonne lorries on routes to 
and from rail terminals. 

New regulations to be intro- 
duced in the autumn will 
allow the use of the heavier 
lorries for such journeys, pro- 
vided they are six-axle 
vehicles which spread the load 
evenly. The current limits are 
38 tonnes for articulated lor- 
ries and 35 tonnes for lorries 
pulling trailers on drawbars. 

The mav»mnm limit in the 
rest of the European Comma- 
nit]' is 40 tonnes for normal 
lorries. 44 tonnes for lorries 
designed for “bi-modal" road 
and rail operation. However, 
some countries allow general 
use of the 44-tonne tracks. 

Mr John MacGregor, Trans- 
port Secretary, said the new 
vehicles would be no bigger 
and canse no more wear to 
roads than existing vehicles. 
He predicted that the measure, 
combined with other incen- 
tives to move goods by rail, 
would reverse the long-term 
decline in rail freight 

The decision was immedi- 
ately attacked as a missed 
opportunity to raise the 
weight limits for ail lorries. 
The Confederation of British 
Industry said that allowing 44- 
tonne trucks more generally 
would have enhanced the com- 
petitiveness of British busi- 
ness. 

The Freight Transport Asso- 
ciation said that lifting the 
limit for all lorries to 44 
tonnes would reduce the num- 
ber of lorries on the road and 
save industry £3 00m in trans- 
port costs. 

And the shipping industry 
complained that the restric- 
tions would remain on lorries 
using ferries. Sir Nicholas 
Hunt, director general of the 
Chamber of Shipping, 
described shipping as “the 
transport mode most friendly 
to the environment". 

Environmental pressure 
groups said the move was 
unlikely to reverse the decline 
of rail freight. Mr Tony Burton 
of the Council for the Protec- 
tion of Rural England said 
that without close enforce- 
ment of the routes, it woald 
increase the number of lorries 
in villages and ou country 
roads. 

The change in rules is 
designed to encourage indus- 
try to send more container 
freight by rail, according to 
Mr MacGregor. Current lorry 
weight limits do not allow con- 
tainers to be loaded to their 
maximum weight capacity. 

It should also mak e the use 
of “swap bodies'* more attrac- 
tive. These use special road 
trailers that can be driven 
straight on to swivel-action 
rail wagons without the need 
for costly lifting equipment. 
The redaction in handling 
costs should make rail more 
competitive over shorter dis- 
tances. 


City cites green 
benefits from 
-term cordon 


long 


By Vanessa Houlder 
and Jimmy Bums 


THE Corporation of London 
yesterday put forward environ- 
mental arguments to support 
its proposal that the anti-ter- 
rorist security cordon around 
the finan cial heart of the City 
should be made permanent. 

The effects of the cordon had 
been “wholly positive." result- 
ing in reduced pollution, less 
car traffic and greater freedom 
of movement for pedestrians, 
said Mr Michael Cassidy, chair- 
man of the corporation’s policy 
and resources committee. 

The Corporation will cite 
these benefits in making a case 
for closing the roads on envi- 
ronmental grounds. It has 
decided not to attempt to per- 
suade the government to allow 
the closures on security 
grounds - opponents argue 
that there is a risk of handing 
a propaganda victory to the 
IRA. 

The environmental case for 
closing the roads may be dis- 
puted by surrounding bor- 
oughs which are concerned 
that the City's cordon will 
increase traffic problems on 
their roads. 

The proposals for a perma- 
nent security cordon were part 
of a £5m package of anti-terror- 
ist proposals, which are subject 
to public consultation until 
August 23. Other measures 
include efforts to co-ordinate 
companies' security systems, 
the launch of a pager alert sys- 
tem and the removal of litter 
bins. The police are also 
installing state-of-art cameras 


at checkpoints to photograph 
drivers entering the City at a 
cost of £500.000. 

The cordon. Introduced on a 
temporary basis on July 3, 
involves closing 18 roads and 
setting up vehicle checkpoints. 

If surrounding local author- 
ity boroughs oppose the road 
closures, the proposal will go 
to a public inquiry. The issue 
would be decided by Mr John 
MacGregor, transport secre- 
tary. 

City* police said extra police 
presence on the streets and 
extra cameras had contributed 
to a fall in the crime rate by 
16.4 per cent in the first six 
months of the year. 

The Corporation argues that 
it has to be seen to take anti- 
terrorism measures if it is to 
retain the confidence of inter- 
national businesses. 

Security experts with experi- 
ence of Northern Ireland say 
the extra measures cannot 
guarantee protection of the 
area from terrorist bomb 
attacks. 

Only accurate intelligence 
giving advance warning of an 
IRA bombing operation - 
based on information from 
within the organisation and 
from surveillance - can guar- 
antee that a bombing operation 
will be intercepted. 

Roadblocks and checkpoints 
like those being considered on 
a permanent basis for the City 
have long been in place in Bel- 
fast. with mixed results. This 
year, the IRA has carried out a 
major bomb attack on Belfast’s 
city- centre, in spite of the secu- 
rity cordon. 



By John Authors 


LONDON'S City University 
yesterday sold a subsidiary' 
company to its staff for £27m, 
in an unprecedented deal for a 
British university. 

The university, which has an 
annual turnover of around 
£50m, will realise £20 .23m from 
the deal, which will be spent 
on capital projects and on a 
long-term endowment for aca- 


demic initiatives. The remain- 
ing funds raised will be split 
between the original inventors 
of the company's products. 

City Technology, the com- 
pany which has been sold, 
makes environmental monitor- 
ing equipment, and has bene- 
fited heavily from the passing 
of ■‘green" legislation such as 
the Clean Air Act in the US. 
The company was started in 
1977 to work on a project with 


the National Coal Board, but 
most of its business now comes 
from the US and Germany. 

In the year to June 1992 it 
made a profit of £3 An, all of 
which accrued to the univer- 
sity. ou a turnover of £llm. 

Its main products are electro- 
chemical gas sensors, used to 
monitor toxic emissions from 
factories and by workers in 
enclosed environments such as 
mines and sewers. The com- 


pany moved to Portsmouth in 
1990. and now has a workforce 
of around 140. 


3i. the venture capital g roup , 
led the equity syndicate which 
underwrote the buy-out In con- 
junction with CINVen. Mont- 
agu Private Equity, and Pru- 
dential. The university, 
advised by Efieinwort Benson 


accepted the management offer 
ahead of several lower bids 
from the US. 


Boardrooms often pay too little attention to corporate security, writes Andrew Bolger 


Companies pay the price of security failure 

B 


USINESSES depend so 
heavily on Information 
Technology systems 
that any failure can be disas- 
trous unless provision is made 
in advance to deal with it. 
according to the Institute of 
Directors. 

Security should be a board- 
room issue, and too many com- 
panies put it low on their list 
of priorities, an IoD booklet 
says. 

Mr Peter Morgan, director- 
general of the IoD. believes 
several factors have made com- 
panies more vulnerable and 
more aware of risks to their 
security: “The rise of crime - 
from major fraud to vandalism 
and petty theft - poses a con- 
tinuous threat to the business 
community. 

“The advance of technology 
and vast expansion of its use 
has laid many open to severe 
disruption and losses due to 
error, malfunction and mali- 
cious intervention. The 
increasing use of highly com- 
bustible substances, not only 
in manufacturing but in office 
decor, increases the risk of 
fire." 

The most common threat to 
IT systems is power failure. 


• “A security guard sought 
fame by starting a fire 
and then extinguishing 
it All the CO, fire 
extinguishers in the area had 
previously been emptied by 
night staff using them to 
create fizzy drinks. By the 
time the guard found a 
charged extinguisher, the fire 
was oat of control." 


• “Most computer viruses are 
very badly written and cause 
system malfunction almost 
as soon as they arrive. 
Contrary to popular opinion, 
their authors are not 
whizz-kids or super-brains, 
in fact if any of then ever 
became plumbers we would 
all probably drown within a 
week.” 


• “A fire and subsequent 
flood at a finance company 
destroyed every item of 
Information Technology 
equipment, including 
mainframes, minicomputers 
and personal computers. The 
immediate cost of this incident 
was £8m. but the long-term 
cost was reckoned to be in 
excess of £24m." 


says Mr Tony Elbra of the 
National Computing Centre. A 
survey in 1991 showed that the 
average cost of a power failure 
was £9,000 and the highest cost 
was £30.000. 

The booklet says fire and 
flood, although relatively rare, 
pose two of the more dramatic 
threats to IT systems, which 
are readily damaged by smoke. 

Two recent fires, at Digital 
Equipment and at Mercantile 
Credit, illustrated how quickly 
the devastation could spread. 
Both buildings were rated in 
the highest category of fire 
protection, yet a large propor- 
tion of each was destroyed 
within a short time. 

“Preventative measures, 
such as halon gns flooding, are 
not always useful against a 


conflagration. More than half 
the fires affecting computer 
installations start outside the 
computer room. They affect 
the computer Installation only 
when they burn through the 
wall and allow the halon to 
escape." 


M 


r Elbra says the 
most common cause 
of fire in computer 
installations is arson. 

Floods were often thought of 
as rare events, because cloud- 
bursts and rivers overflowing 
do not occur frequently. How- 
ever. last summer's flash 
floods in the south of France 
caused serious damage at the 
computer installations of a 
leading bank. 

Many floods were caused by 


dripping taps or blocked 
drains. If these accidents hap- 
pened over a holiday weekend, 
it could be five days before 
they were discovered. 

“Mainframe computers are 
often sited in basements and 
their power cables placed 
under the floor. With the 
power supply being at the low- 
est point of the b uilding , it 
does not take much water leak- 
age to cause a failure. In one 
installation, a burst pipe 
caused a week’s interruption of 
processing: the long-term cost 
of this incident was estimated 
at £lm" 

The same NCC survey esti- 
mated that the total amount 
lost in the UK each year due to 
IT security breaches was more 
than £lbn. The risk of “hack- 


ing” - or unwarranted access 
- was faced by every organisa- 
tion that allowed person to 
dial-in to its systems. The aver- 
age cost of each harking inci- 
dent reported was £23,000, with 
a maximum of £50,000. 

Computer viruses - rogue 
programmes - are described as 
facts of life which companies 
now have to learn to deal with. 
The average cost erf a virus was 
estimated to range from £12,000 
to £50.000. 

Mr Jim Bates, a consultant, 
says even a little awareness of 
the problem can greatly reduce 
the risks: "Educate yourself 
and your staff about the threat 
that they pose. Equip yourself 
with at least two different but 
reliable anti-virus packages 
and ensure that they are 
installed and used properly." 

Prof Peter Hammersley, of 
City University. London, points 
out confidential data is being 
carried around in portable 
computers, which can easily be 
mislaid or stolen. The loss of a 
portable computer carrying 
personal data - such as details 
of individual customers - 
could render the employer lia- 
ble under the Data Protection 
Act 


Government 
urged to 
rejoin Unesco 


By Rachel Johnson 


BRITAIN should rejoin Unesco 
- the United Nations Educa- 
tional, Scientific and Cultural 
Organisation - in spite of 
claims that pressures on public 
spending made such a move 
costly, a cross-party committee 
of MPs said yesterday. 

The foreign affairs commit- 
tee (FAO said government 
warnings that it could not 
afford the estimated £llm cost 
of re-entering Unesco were 
“imeonvindng”. The MPs also 
accused the government of 
making policy “on the coat- 
tails of the US”, which left 
Unesco in 1985. a year before 


the UK. 

Britain was a founder mem- 
ber of the organisation, set up 
in 1945 to promote interna- 
tional collaboration through 
education, science and culture. 

The UK took observer status 
in 1986, citing worries about an 
over-concentration of person- 
nel in Paris rather than in the 
field; administrative ineffi- 
ciency; and duplication of work 
by other UN bodies. 

The FAC said yesterday the 
government’s objections had 
been overcome. 



Britain to 
| invest $44m 
in astronomy 


Lex, Page 12 


No vacancies: one of the world's most regularly bombed tourist establishments - Belfast’s Enropa hotel - was closed yesterday after 
two years in receivership. A local hotel chain, which has bought the site for £7m. hopes to reopen it in about six mentis time 


University sells technology arm to staff 


More mosey 
in circulation 


Fewer jobless 
in Scotland 


Cross-Channel 
trade steady 


Government figures coming 
alcoholic drinks and tobacco 
indicated that cross-Channel 
shopping was not undernnzdng 
traditional retailmg, said Cus- 
toms and Excise officials. 

Statistics on the release of 
alcoholic drinks and tobacco 
by customs fro an bonded ware- 
houses showed no significant 
change during the first three 
months of the Europea n single 
market 

Drinks retailers in Britain, 
had protested. that increased, 
allowances for personal 
imports from continental - 
Europe since January were 
threatening their business. 




Britain in brief 
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Britain is to join one of ttw 
decade’s largest astronomy 
projects. 

The Science and Etigfaerefa g 
Research Council said almost 
ail of the tttm it pfan* to con- 
tribute to the 9176m Gtmhd 
project will find its way back 
to UK industry Eor Ugh tech- 
nology contracts. 

The scheme is a collabora- 
tion between the US National 
Science Foundation and the 
governments of Argentina, 
Brazil and Chile. The National 
Research Council of Canada 
also hopes to jofa the project. 

Two telescopes will be bogf, 
one in Hawaii and one in 
Chile. They will be used to 
study the chemical composi- 
tion, large scale stru c t ure cad 
origin of the mtirarM. 
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A sharp rise in the amount of 
money in circulation last 
month provided farther evi- 
dence .that the economic recov- 
ery is continuing. 

Rank; of En gland figures 

showed that MO, the narrow’ 
measure of money supply, 
grew a seasonally adjusted L5 
per cent in July, the largest 
monthly rise since Sept emb er 
1968. It had riaan only 03 per 
cent in May. Lost month's 
increase lifted the year-on-year' 
growth rate to A3 par cent, an 
i m provement <n June’s figure 
of 4.4 per cent, and signifi- 
cantly above the government's 
zero to 4 per cent monitoring 
range. . . 


Unemployment In Scotland 
should continue to be lower 
timn for the UK as a whole Eor 
tiie rest of this year and for 
1994, although Scotland's rate 
of economic growth Is likely to 
loll behind that of the UK, 
according to the Scottish Eco- 
nomic Batietis, based indepen- 
dent economic forecasts. 

Scotland’s unemployment 
rate has been below that of the 
UK tooe January 1992, a situ- 
ation thought to be unprece- 
dented since the 1920s. The 
relatively low jobless rate 
reflects the severity of the 
recession in the south iff 
England compared to northern 
regions. InctmHng Sc ot land . 
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British Airways r i 
bans smoking ~ 


British Airways is to ban 
smoking on fl igh ts of SB into- 
ntes or less from September 
27. The airline saSdifce poHcy 
would affect more than 400 
flights a week from and to des- 
tinations such a* Pari*/ 
Amsterdam and Brussels- - 
Smoking has been beamed on 
all In ternal fffptrt* since 2588- . 




0LDHAM....INDUSTRIAL CRADLE TURNED HI-TECH OLYMPIC VENUE 


Oldham, birth place of the Industrial Revolution and today a 
hi-tech base for many international manufacturing companies, 
is privileged to be selected as the hockey venue for the 
2000 Olympic Games, should the British bid succeed. 


with a highly motivated workforce, Oldham may soon add 
Olympic venue to its many attributes. 


All matches for the Games will be staged at a modernised 
Boundary Park Stadium, home of Oldham Athletic 
Football Club of the English Premier Division. 


Already an ideal location at the centre of Britain 
for business, living and leisure, together 



To enquire about Oldham as the place to be contact 
Keith Coates, Director of Economic Development, 
Oldham MBC, Civic Centre, P.O. Box 32, 
West Street, Oldham, OLl 1UT, 
telephone 061 678 4195. Fax 061 678 4511. 
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gets new 
charge 

with" 

parents know*?^.^ ““V 

sSply t ^d attertes 3X2 <*“«h 2S 

thernbbteS 

A small UK mail order fn-m ^ 

nles with a machine that j+« 
developers say.^f 

g^fgTW batteries^! 
their by up to 10 

Rechargeable batteries made 
from nickel cadmium are already 
widely available, but in 1992 still 
only accounted for 2 per centof 
consijner battery sag 2"i£ 

SfS JSSf- lteir bi ^ drawback 
w that they camwt be used with 
the most power-hungry items 
such as games. 

The Battery Manager is 

fiJSSr* 0 recharge most of the 
disposable consumer batteries cm 
25 today “ zinc chloride 

and allraKno 

The recharger has been 
designed by the development 
ann of Kfeeneze Holdings, which 
produces the Innovations cata- 
logue found in many of the UK’s 
Sunday newspapers. 

The technology used is not 
new but has previously been too 
expensive and not researched 
fully, says Andy White, who 
developed the product The ekx> 
tro-plating process is similar to 
that for silver plating cutlery. 

in short, when a zinc-chloride 
battery is used the zinc from the 

electrode is dissolved in the Elec- 
trolyte and dissipated. To 
1 recharge the batten’ the zinc 
particles are {dated back on to 
the electrode. 

The big battery makers are 
dismissive about the potential' 
success of the product “Some- 
one invents a recharger that will . 
recharge primary (alkaline or 
zinc] batteries every year. We 
never see any thing on tp 
the market that makes any 
impact at all,” said a spokes- ; 
woman for Ever Beady. “Apart 
from the fact that it may 
explode, you will get poor perfor- 
mance," she addecL ; 

DeUa Bradshaw 


IV Ja easured in terms of 
I V / I biodiversity, Peru Is 
• IV I: 0Qe of the world's rich- 
654 countries. But eco- 
rt is one of the world's 
naving suffer^ a GDP col- 
. ^®e of around 25 per cent In the 
{5?J^ years - for most Peruvian 
Mmpanies, concern for environment 
^ is a luxury they cannot 

JJ? ^’environmental theme 
UsMafa. to gain prominence in 

Privatisation of 
state-owned mining companies is 
onder_ way .and the government Is 
■ Pursuing an aggressive policy of 
encouraging foreign investment in 
natural resources. 

Multinational concerns embark- 
nig on. mining or petroleum ven- 
tures m Peru will be bound by a 
i self-imposed code of ethics to apply 

the same environmental standards 
m Peru as they do in, for example, 
Canada, Finland or Australia. 

The environmental lead in Peru is 
being taken by Southern Peru Cop- 
per Corporation, the country’s larg- 
est privately owned company and 
responsible for two-thirds of all 
national copper output SPCC is 
majority-owned by Asarco of the 
US, whlle Phelps Dodge and New- 
mont Mining have minority hold- 
ings. 

SPCC^s environmental initiative 
is not entirely voluntary. In 1987. a 
commission was appointed by the 
government to investigate repeated 
complaints of air and water pollu- 
tion caused by the company's 
smelter complex, at Ho, the port 
town 600 miles south of Lima , from 
which SPCC refines' and ships blis- 
ter (almost pure) copper. 

Eighteen months ago se ttleme nt 
was reached between SPCC and the 
administration of President Alberto 
Fujimori over a long-standing con- 
tractual dispute inherited from the 
previous government. Under the 
agreement, SPCC committed itself 
to investing J300m (£200m) over five 
years/-- a third for environmental 
improvement work and the remain- 
der for general expansion and 
investment in two new plants. 

North of the Do smelter site - on 
a cbastHne that Is home to sea birds 
and seals - is a long, pitch-black 
beadvYears of slag dumped . from 
■■ the *smeifer. first into the ocean, 
then^njtto shore, has been swept 
' along by. currents and deposited a 
.couple of kilometres away. 

Another problem is. the tafHng w 
from SPCC's two mines, 70 miles 
away in the mountains to the east 
At a rate of 86,000 metric tonnes a 
day. they are channelled down to 
the coast where they spill into the 
bay, forming a large artificial beach 
over a mile long. Fortunately, 
SPCCs erne is largely free from toxic 
majorities but substantial percent- 
ages of mineral solids remain. 

"Workfwfcfe, dumping minngs is \ 
^u8b not aoceptafcfe anymore,*' says 1 


m v s.‘.v ■ • « ■ 
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Stag dMiiped on the beach over many years haa toft the coastline at Uo - home to sea birds and s^ais - pitch-black 

Mines make a 
clean sweep 

Peru's biggest copper producer is taking the lead in 
reducing industrial pollution, writes Sally Bowen 


Eric Ivey, general production man- 
ager. “We have to accept our 
responsibility. " Exhaustive studies 
are under way to determine 
whether tailings can safely be dealt 
with by submarine disposal. 

The process, already operating off 
the west coast of Canada, is to pipe 
the tailings out and deposit them on 
the seabed 30ft down. Deprived of 
oxygen and light, there is no chance 
the tailings can affect marine life, 
says Rescan Environmental. SPCC’s 
Canadian consultants. If studies, 
scheduled for completion late this 
year, confirm this, the flumes for 
marine disposal wfll be installed. 


M ost controversial are the 
emissions from the Qo 
smelter chimneys. SPCC 
officials have for years claimed that 
what the locals call smoke is water 
vapour plus gas, with infinitesimal 
percentages of sulphur dioxide 
which, the company claims , is an 
irritant rather than a toxin. 

However, the Ho smelter's smoke 
has been a local issue for years - 
and a steady source of income for 
many local inhabitants, “They plant 
alfalfa, which is particularly suscep- 
tible. and there’s certainly been 
some damage," says Ivey. "We've 
been paying out several hundreds of 


thousands of dollars a year in com- 
pensation and the sum was escalat- 
ing all the time." 

If all goes to plan, however, that 
source of income will soon dry up. 
SPCC Is working on the installation 
of a capture add plant, using tech- 
nology developed by Chile’s copper 
corporation. Code Leo. The idea is to 
dose one of the three smelter fur- 
naces and eliminate one chimney- 
stack in an attempt to push up sul- 
phur dioxide content to a cap tum- 
ble 5 per cent 

SPCC estimates the capture acid 
plant will cost around SSOm: the 
project is currently at the basic 
engineering stage. “It's high school 
chemistry to understand it, but to 
control it is another, expensive, 
matter." says Ivey. 

The slag problem is being 
resolved by building a sturdy sea 
wall to prevent any further erosion 
of the original dumping place. The 
slag is unsightly but inert, "very 
similar to what comes out of a vol- 
cano”, says Ivey. Locals claim the 
fishing around the black slag beach 
is excellent The sea wall is costing 
the company more than Sim. 

SPCC has spent an additional Sim 
on a sewage treatment plant for 
their Ho company housing complex 
where 8,500 workers and their fami- 


Recycling still a 
burning issue 

Peter Knight on the arguments 
for and against incineration 


lies live. As in most Peruvian 
coastal towns, much of Oo's sewage 
goes straight into the sea with little 
or no prior treatment. SPCC will 
recycle the water recovered and put 
it to industrial use. 

The Peruvian mining sector 
seems destined to take the lead in 
attacking environmental problems 
caused by industry'. Already, a new 
mining law requires environmental 
impact studies for all new 
operations, and Daniel Hokama. 
mines and energy minister, has 
publicly recognised the environ- 
mental "debt" acquired by many 
state-owned companies now sched- 
uled for privatisation. 

One important point that remains 
unresolved, according to Manuel 
Pulgar, a Peruvian environmental 
lawyer, is the absence of legal stan- 
dards for pollution. “If you haven’t 
established permissible levels," he 
says, “then you cannot talk about 
enforcement." He would like Peru 
to follow Chile’s example and set 
ma ximum emission levels. 

"If you're changing the environ- 
ment - even if you're not harming 
it - you have to address the prob- 
lem," says Ivey. It remains to be 
seen how swiftly other Peruvian 
companies will take that message 
on board. 


E urope should bum more of 
its waste paper rather than 
recycle it. This view is held 
by some parts of the pulp industry 
and those agencies charged with 
handling domestic waste. It is 
rejected outright by environmental 
campaigners. 

But witb the waste-paper market 
flooded by unproved collection 
systems throughout the EC. those 
who want to burn rather than 
recycle could soon win a more 
sympathetic hearing from 
politicians. 

Germany is committed to 
recycling 80 per cent of its 
domestic waste by 1995, the UK’s 
target is 50 per cent by the end 
of the century and the proposed. 

EC packaging directive stipulates 
a 60 per cent recycling rate. 

The German success at collecting 
paper, combined with its inability 
to absorb tbe recycled product, 
has led to waste paper being 
exported at below cost to 
neighbouring states. This has all 
but destroyed domestic waste-paper 
markets. Pressure is building on 
regulators to allow more waste 
paper to be burned to provide beat 
and electricity. 

The burning argument states 
that If properly managed, paper 
can be produced in a sustainable 
way. The trees are grown, 
harvested and replanted, which 
can be achieved with tbe minimum 
use of chemicals and disruption 
to the countryside. 

Paper can be made in plants that 
are self-sufficient in energy because 
waste materials - such as wood 
off-cuts - are used as fuel. If the 
emissions from pulp-making are 
controlled, then the entire process 
is sustainable. 

Neither does this activity 
contribute to the level of carbon 
dioxide in the atmosphere, because 
the plantations act as carbon sinks 
by fixing tbe carbon dioxide. 
Recycling, on the other hand, is 
usually done near urban areas, 
the source of waste paper. Fossil 
fuels are mostly used for energy 
and this contributes to the increase 
in CO z . 

While recycling reduces the 
amount of paper that ends up in 
landfill, the process also produces 
wastes such as inks, fillers and 
finishers. More important, 
large-scale recycling cuts demand 
for virgin pulp. While this might 
seem a positive result, a 


contraction of pulp markets in 
developed countries discourages 
moves in the developing world 
to produce pulp from sustainable 
forestry. This not only affects the 
economies of developing countries 
bat discourages tbe growth of 
managed forests in areas that have 
been denuded by slasb-and-bure 
agriculture. 

“We are not against recycling. 

We say that recycling should be 
used in particular situations so 
that there Is the right balance. 
Incineration should also be 
Improved to reduce pollutants," 
says Erling Lorentzen. chairman 
or Aracruz C-elulose, which 
produces pulp from managed 
plantations in Brazil. 

“Our forests are recycling carbon 
dioxide all the time. Planting trees 
is the best form of recycling," he 
says. 

Lorentzen says that if Europe 
is genuinely in favour of 
sustainable development it should 
encourage markets for virgin pulp 
from properly managed sources. 

Environmental campaigners 
disagree. “The argument is a 
non-starter because the idea of 
creating sustainable forests is a 
misnomer.” says Benedict 
South worth, recycling officer at 
Friends of the Earth. Governments 
should instead encourage markets 
for recycled paper. It is also better, 
he says, to use paper fibres as often 
as possible, rather than burning 
them after a single use. 

Campaigners are also against 
the incineration of waste because 
it produces noxious emissions. 

But those in favour of burning 
say new technology and higher 
standards have solved the 
historical problems of incinerating 
municipal waste. 

A study on paper recycling by 
the International Institute for 
Applied Systems Analysis 
concludes that the incineration 
of waste paper might he a good 
economic and environmental 
alternative to recycling. 

However, this depends on the 
removal of some of the chemicals 
and heavy metals used in paper 
and printed packaging. 

Yvonne twaniuk, a 
representative of the Confederation 
of European Paper Industries, says 
waste paper remains an important 
resource to the industry, especially 
in countries with no domestic 
forestry. 
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X FINANCIAL TIMES CONFERENCES 


RETAILING 


IN THE 1990s 

- New Challenges, New Opportunities 
London - 12 & 13 October 1993 

A high-level conference for retailers, manufacturers, suppliers of services and the 
financial community to meet and discuss issues of current concern to the industry. 


Subjects to be addressed: 


* International growth opportunities 

* New routes to market 

* Partnerships in the supply chain 

* Performance and profitability 

* Refocusing on the consumer 


Speakers include: 


Sir Geoffrey Mulcahy 

Chairman 

Kingfisher pic 

Mr James N W May 

Director-General 

British Retail Consortium 

Mr Gerald F Hogan 
President & Chief Executive Officer 
Home Shopping Network, Inc 


Mr Dennis E Eck 

President and Chief Operating Officer 

The Vons Companies, Inc 

Mr Austin Bendall 

Partner in Charge of Retail Consulting 
Coopers & Lybrand 

Mr Thomas W Vadeboncoeur 

Director of Customer Service - Europe 
Coca-Cola International 


| Coopers 

A FINANCIAL TIMES CONFERENCE in association with j & |_ybrand 


Rj^yJlJNG IN THE 1990S 

□ please send me conference details 


Q Please 


*„d me deoils about merkedeg opportune^ = 


Financial Times Conference Organisation 
102*108 QerkenweU Road, London JEC1M 5SA 
Tel: 071-814 0770. Tlx. 27347 FTCONF G. 
Fax: 071-8733975/3969 

Name Mr/Mrs/Ms/Oth r r 

Position Dept 

Company/Oiganisaiion 





PtxstCode 

Tel 

Type of Business. 


.City 

jCounny. 

Fax 


FINANCIAL TIMES \ 
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NEWSLETTERS 


VISION 


New Media Markets and Satellite TV Finance - the leading 
publications for everyone interested in the commercial aspects of 
new-media television. 

Published twice-monthly by the Financial Times New Media 
Markets and Satellite 7V Finance offer up-to-the-minute news, 
reliable and accurate hard facts and intelligent analysis- Examining 
current issues and trends worldwide, they provide an in-depth 
understanding of this rapidly growing marketplace in a concise, 
highly readable form. 


New Media Markets 


- the definitive publication in its field, 
offers the most effective way to keep abreast of topics, such as: 

■ The convergence of cable television and telephony 

■ The relationship between cable and satellite television 

■ The funding of cable 

■ The deregulation of terrestrial television 

■ And the effects of technological advances. 


Satellite TV Finance 


examines the development of the 
satellite channels, the direct-to-home markets and the ancillary 
markets that have sprung up around them. It reports regularly on: 

■ Funding, policies and revenues of Europe's main satellite companies 

■ The banle with terrestrial TV for high quality programmes 

■ The implications of legislative changes 

■ The standards and revenues of Subscription TV 

■ The performance of DTH against cable, terrestrial TV and video. 

New Media Markets and Satellite TV Finance provide invaluable 
insights into the TV business through specially commissioned 
surveys. And our high level contacts throughout industry and 
government enable us to publish in-depth information that is simply 
not available from any other source. 

Your competitors subscribe DO YOU? 

For subscription details and a FREE sample copy of each complete 
the form below and return it to: 

Caroline Sldrrow, Financial Times Newsletters, 

126 Jermyn St. London . SW1Y 4UJ, UK. 

Tel: +44 {0)71 411 4414. Fax: +44 [0)71 411 4415. / 


Please send me a FREE sample copv of: 

□ 


New Media .Markets 


Satellite TV Finance 


Company 


Address 


Post code Country 
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A fter 350 years of racial seg- 
regation, corporate South 
Africa is facing the stark 
fact that 5m whites cannot 
manage a nation of 40m people - 
especially once the other 35m have 
the political power to insist on a 
piece of the action. 

So South African corporations, 
most of which have been agnostic 
on the question of black advance- 
ment, are rapidly embracing affir- 
mative action. Last month the 
South African Chamber of Business, 
the employers' federation, called on 
its members to put affirmative 
action programmes in place 
urgently, clearly fearful that a new 
government might otherwise 
impose racial quotas. 

Like their counterparts in other 
countries, South African managers 
are struggling to balance the 
demands of shareholders with the 
needs of society. Most nations face 
the problem of how to remove 
inequalities in the corporate world, 
but few face it in such stark and 
daunting form as South Africa. Dis- 
crimination has affected the vast 
majority of employees - not a small 
minority’, as in the US - and gov- 
ernment policy has deliberately 
nurtured a vast skills gap between 
the managers and the managed. 

“Any company that wants to sur- 
vive is looking at affirmative 
action," says Wendy Luhabe. whose 
company. Bridging the Gap, tries to 
place candidates in companies seek- 
ing to advance blacks. 

No black- led government can be 
expected to accept the status quo: 
that less than 3 per cent of manag- 
ers are black. And although the 
African National Congress says it 
wishes to avoid legislated racial 
quotas, expectations are high. 

The National African Federated 
Chamber of Commerce, the black 
business federation, has demanded 
that blacks hold 30 per cent of seats 
on the boards of all listed compa- 
nies by 2000. It also wants blacks to 
hold 40 per cent of equity and 60 per 
cent of posts at all management lev- 
els. No major South African corpo- 
ration comes anywhere near these 
targets - except National Sorghum 
Breweries, set up recently when the 
government privatised its monop- 
oly. Sorghum Brewing Company, 
under black ownership and manage- 
ment. 

The small number of blacks in 
business reflects not only prejudice 
but also a severe shortage of quali- 
fied black candidates after years of 
sub-standard education under apart- 
heid. Still, some companies such as 
South African Breweries (SAB) 
have a long track record of affirma- 
tive action and provide an example 
for those just starting out 
In the group's beer division 46 per 
cent of salaried employees are 
black, up from 13 per cent in 1978; 
and 16 per cent of senior managers 
are black. 


Patti Waldmeir on initiatives to 


boost the number of black managers 
in South African companies 


Race to 


the top 



Executive chairman Meyer Kahn, 
whose forceful personality and 
blunt charm have done much to 
promote the affirmative action pro- 
gramme. has set what he calls head- 
count targets. By 1995 each of the 
group’s operating companies must 
have at least one black executive 
director (there are none at present); 
by 1997 20 per cent of senior manag- 
ers must be black; and by 2000 all 
salaried staff must “reflect the 
demography of South Africa", 
which means SO per cent must be 
non-white. 

Kahn sets out the lessons from 
the past decade's efforts. “ Job seg- 


mentation is the answer to affirma- 
tive action." he says. “When the 
world was going for job enlarge- 
ment. we restructured jobs into 
smaller modules that were more do- 
able.” That means, for example, 
splitting the traditional job of 
finance director into two functions: 
accounting and treasury manage- 
ment. 

Black candidates exist to fill the 
accounting position but lack the 
experience to perform both jobs at 
once. Reducing the workload of the 
job can also help. A relatively inex- 
perienced sales manager has a bet- 
ter chance of success if given seven 


rather than 15 representatives to 
manage. 

An internal SAB document sets 
out some do's and don’ts of affirma- 
tive action- Among them: do not 
window dress, and make clear to 
new recruits that “your black skin 
is no passport”; “don't go overboard 
to accommodate black power blocs 
- stand up for what is right, busi- 
nesswise”; encourage mentoring, 
preferably by the immediate boss; 
impress on whites the reality of the 
current political situation and weed 
out obstructors; root out covert and 
overt racism; and try to make 
blacks feel they belong. 

The document offers some 
recruitment hints. Choose “trouble- 
shooters and arguers” rather than 
passive and pliable people who 
“know their place”; look out for cul- 
tural bias in selection techniques; 
choose those who can identify with 
free enterprise - many blacks sus- 
pect big business of having colluded 
with apartheid and black communi- 
ties sometimes equate success with 
co-option. 

But as Joe Homer, consultant to 
SAB on affirmative action, argues, 
no real progress will be made 
unless managers understand that 
advancing black colleagues is an 
essential part of their job. “You 
must make clear to managers that 
they will be judged by how well 
they ensure blacks succeed, that it’s 
as important as cost cutting and 
profits. You must audit this policy 
as rigorously as you do financial 
audits. And you must make clear to 
line managers that they. . . must 
devote a huge amount of high-qual- 
ity personal time to coaching." 

Public-sector bodies such as the 
electricity utility Eskom also have 
lessons to offer. Dawn Mokhobo. 
head of the Eskom’s department of 
social harmonisation, says the util- 
ity has established a sort of shadow 
management board composed of 
black senior general managers who 
will not attend regular weekly 
board meetings but will join special 
extended board sessions each 
month. 

“It’s a way of getting people into 
the system .” she says, adding that 
this method creates a pool of candi- 
dates from which future black 
board members can be drawn 
To expand the pool of qualified 
black managers in general. Eskom 
is spearheading an initiative with 
big private-sector companies to pro- 
vide fast-track training for 80-100 
people from S -10 large corporations, 
at a cost of R3m (£500.000) per cor- 
poration. 

As Harry Oppenheimer. the patri- 
arch of South African business, 
says; “It's extremely dangerous to 
be ruled by people who have no 
material stake in the coun- 
try .. . we've got to see that people 
in the majority have as large a 
share in the material assets of the 
country as we can.” 


Acquiring a taste for 
the local cuisine 


Dr Carol Cooper advises the business traveller abroad 
to take precautions when sampling certain foods 



ENJOYING 
hospitality and 
sampling local 
cuisine are part 
and parcel of 
business trips 
abroad. While 
travel may 
broaden the mind, 
many people know 


that it can also loosen the bowels. 
About 40 per cent of travellers 
suffer from acute gastro-intestinal 
upsets. 

Delhi Belly. Gyppy Tummy and 
their variants may last only three 
days, but when chasing a vital 
contract these could be the most 
important days in the calendar. 

The risk of acute diarrhoea is 
highest In developing countries 
and around the Mediterranean. 
Although often said to be due to 
a change in the water, traveller's 
diarrhoea is spread by something 
more specific in the w a ter - 
viruses, bacteria and parasites 
which originate in human faeces 
and contaminate water supplies, 
and therefore food and drink. 

More serious infections, such 
as typhoid, cholera, salmonellosis 
and hepatitis A, are transmitted 
by this route, too. Many of these 
can be prevented. The golden rale 
is to avoid salads, raw vegetables, 
unpeeled fruit, tap-water, ice, 
ice-cream, prawns, shellfish and 
raw fish. Salads are often 
unwashed, or rinsed in 
contaminated water and some 
are also grown with the aid of 
h uman manure. 

Ice and icecream may be made 
from dubious water supplies, 
while prawns and raw fish, 
especially in the Mediterranean, 
come from contaminated 
sea-water. Bear in mind that you 
need to stay fit until the last 
minute; on many trips nothing 
is clinched until moments before 
you head for the airport and your 
flight home. Keeping the visiting 
businessman on tenterhooks till 
tiie end is a well-known 
negotiating tactic. 

It is wise to steer clear of sauces 
or anything else left out for long 
periods on the table and of any 
dishes which look fiddly, as if 
many hands have lovingly 
arranged each plate. 


Beware, too, of Hnpasteurised 
milk. TB and brucellosis are the 
main problems here, not 
diarrhoea. 

Food that is heavily 
contaminated with microbes need 
not look, smell, or taste “off”. 

In fart the reverse may be true, 
because rotting food sometimes 
Inhibits the growth of ger ms that 
transmit diarrhoea. As long as 
it is eaten immediately, 
well-cooked rood Is safe, sin ce 
high temperatures for more th an 
15 minutes kill most microbes. 

When offered steak, ask for 
medium or well-done: meat should 
be brown all the way through, 
without a trace of red. Freshly 
cooked rice, stews, bread and - 
thoroughly cooked eggs are 
almost universally safe options. 
Chips, which have to be freshly 
cooked, are, too. 


The golden rule is to 
avoid salads, raw 
vegetables, impeded 
fruit, tap water, ice, 
shellfish and raw fish 


Fruit peeled by yourself - with 
a clean knife - should cause no 
problem. It helps to wash hands 
before eating, but beware of 
grubby handtowels afterw ar ds 
(kept in a pocket, a small packet 
of antiseptic wipes or even baby 
wipes Is usefrxl). Avoid eating with 
your fingers if possible, or else 
discard the bit yon have handled. 

It is easy to dedtee cold snacks, 
but not so business lunches. If 
you are worried about eating .. . 
something too exotic, let your 
hosts order for you. They wfll 
help you find something 
acceptable to western palates. 

Faced with a suspect meal, one 
can diplomatically claim 
tiredness, jet-lag, Illness or 
allergy. In serious cases yon could 
say that yon are, regrettably, 
following strict instructions tram . 
your specialist The locals may 
find you slightly eccentric, but 
then a moment’s embarrassment 
is better than 72 hours spent 
contemplating the tiles in the 
hotel b a fl u oom. In the Arab worid 


and elsewhere, repeated entreaties 
to eat can make reftsai onto! 

the question. &a that case, have 
a small portion - tiny helpings 
contain fewer germs. 

fit developing countries, tap 
water eg" be made safe by boiling 
or iodine or chlorine - 

fine far brushing teeth, but 
impossible when lunching out. 
Mineral water is available almost 
e ver ywhere and the sparkling 

variety is less likely to have been 
refilled straight from tap or river. 
Or order Coca Gribs, which is said 
to have done more fer the 

eradication of cholm than any 
health pro g r amm e- 

Ice tea bad idea. Research 
confirms that spirits do not klU 
the germs in ft, so it is probably 
better to have whisky and fizzy 
mineral water, or gin and tonic, 
both without ice. 

A visit to the chemist is wise 
before the trip, ff you do succumb 
to gastroenteritis, loperamide 
(Imodium) css help. St sometimes 
prolongs tiie nine—, bat makes 
R milder. 

Re fay d rati on fluids (for example, 
Rehidrai, Dteralyte, Qertnriade) 
help replace fluids fast and make 
one feel better. They haveto be 
made up with water. BoQed water 
Is best, hot suspect water is better 
than none. Or have plenty of 
simps mod frutt juices and 
bananas, which contain . 
potas siu m. 

Carbo hy drates to bread, rice 
and crackers also help shorten 
attacks of diarrhoea. Diarrhoea 
cootafariaghtood or mucus needs 
medical attention, as does a high 
fever. 

Antibiotic* core almost aH 
attacks of trareflenr d ia rr h oea. 
However, they can have 
sMeeffacte, IndwBngaPergy and 
diarrhoea, so their use is 
cont rover sia l, g may be 
w orth w hi le for a hnsfaese 
traveller with a pre-existing 
(fisttese to take them, either 
conthmousty fer the duration of 
the voyage, or in case problems 
develop. As tbeyYe 
prweriptioo-ealy nudfdnes, 
n e g o ti a tin g with thoGP fat 


Zfte author is a London GP. 


APPOINTMENTS 



3^e_later; American Bfl^fitepmsnLBanis. 

an international organization which promotes the 
Investment of capital for development of the Latin 
American region, seeks an individual with demonstrated 
success in trading to serve as 


Investment Officer 


The individual chosen far this position wfll have the opportunity to 
be a part of a multicurrency trading desk, utilizing independent 
trading decisions in order to enhance the overall return of the 
Bank's liquidity portfolio. Qualified candidates should have a 
background in international fixed income portfolio management, as 
well as both fundamental and technical trading experience. 
Experience with accounting systems and trade settlement 
procedures would be very helpfal. 


BMUlmmittii 

• Bachelors degree; Masters preferred. 

• Six years of international investments or portfolio management 
experience. 

■ Proficiency in English. Second language (Spanish, French, 
Portuguese) pref. 


Selection criteria include experience with futures and options, 
knowledge of computers, and ability to deal in several markets. 
Position offers an excellent salary and benefits package, inducting 
relocation costs to Washington, DC. interested candidates should 
send resume to: IDS, Slop EO507, HUR-GV-FT Washington, D.C. 
20577. The Bank regrets that it Is able to respond only to those 
applicants who best meet the requirements of the position. 


DEShaw&Co 

TRADER/ 

SALESMAN/ 

GENERALIST 


ncL-iied [or new London office of 
highly capitalised international 
trading firm operating from London in 
the Japanese Securilics Market. 
Applicants must have exceptional 
inlclligenci^excellem communication 
skills and 


- Honors degree from a top 
university 

- Ability to speak and write 
Japanese 

- Mathematical and quantitive 
modelling expertise 

- Work experience in Japan would 
be a significant advantage 

Fax CV and compensation history to 
Mr Goran in New Yorfc City 
(I 213 478011 1 USA) or write to 
Bos B1617, Financial Times, 
One Southwark Bridge. 

London SE1 9HL 


RECRUITMENT 


Successful 
investment firm 
seeks well- 
educated, 
experienced 
aggressive sleuth 
to find and attract 
top talent to join 
our specialized 
professional staff. 


Send resume, earnings history to 
Box BI619, Financial Tiroes, 
One Southwark Bridge. 
London SE! 9HL. 


APPOINTMENTS ADVERTISING 
appears every Wednesday & Thursday & 
Friday (International edition only) 

For further information please call: 

Tricia Strong on 071-873 3199 
Andrew Skarzynski on 071-873 3607 
Philip Wrigley on 071-873 3351 
JoAnn Gredell New York 212 752 4500 


FOR INFORMATION ABOUT 
FINANCIAL TIMES 
SURVEYS 


Area 
Africa/S. Asia 


Ask For 

Louise Hunter 



SoDthfttat&Atoerica Pa 


USA/Canada 


V Maiy-ElB&f&uc 

Or Your Usu^INANCIAt^TIMES 
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Taking the wheel at Cosworth 


CONTRACTS & TENDERS 


ALBANIA 


CRITICAL IMPORTS PROJECT INDIVIDUAL PROCUREMENT 
NOTICE INVITATION FOR BIDS 
IDA CREDIT 2404 - A LB Contract Name- No: MOT/25/B1S/S3 

The Gcwcmment of Albania has received a credit (cum the World Bank towards the 
cost of the Critical Imports Project and now invites sealed bids from eligible bidden 
|°r supply of the following items through International Competitive Bidding under 
World Sank Procurement Gunletmes: 

The Project implementation Unit now invites sealed bids from eligible bidders for 
fartriahing the following 

2D onits, Urban Buses, single deck passenger vehicle. Loading capacity loo passenger 
(scaling approx. 20. standing approx. SO) 

Cost of bidding documents: USD 250. Bid submission deadline and public Wd opening 
date: September 21. 1993. 12.00 Midday. 

BAMing Documents are new available to the Project tmpktaeatstion Unit, Ministry 
of Finance and Economy, and cam be obtained from the same on submission of » 
written application and upon payment of the mentioned non refundable fee into the 
aoewrot no. 4561/107/01. maintained by the HU at the National Commercial Bank of 
Albania. Tirana- Albania. 

Further information can be obtained from: 

THE WORLD BANK CRITICAL IMPORTS 
PROJECT IMPLEMENTATION UNIT 
TIRANA - Albania 
Mr Agim Hade 
Phone: +355-42-2793* 

Fax: +355-42-2794 l/Tclex: 4295 Jcomplan AB 


COMPANY NOTICES 


PERSONAL 


PROVINCE OF BRITISH COLUMBIA 
. ussioo.ooa.ooo 
Boatmg Rato Notes. Series 8CEUS-2. 
do* 2003 

In accordance wtrh (he term* and 

cendfUone of [ha Notea. the Imorasr rate 
for the pc rod 6th Allow. 1933 to 7th 
Pabro ary.JgM has boon fixed at 5I>% per 
wwiuro. Tho rrnoms payable On 7Ut 
. bo US £28416666 par 

US £1.000 nominal. 

Raeal Agent. Agent Bank 

rod Pjyma A^eru 

ROYAL BANK 
OF Canada 


PUBLIC 
SPEAKING 

Training and speech- 
writing by award winning 
speaker. 

First lesson free. 


Tel; (0727)861133 


Vickers has turned to the 
Rover group to fill two gaps in 

the top management of its Cos- 

worth Engineering subsidiary. 

Chris Woodwark is ending a 

22-year career with Rover and 

British Leyiand, to take over 

as chief executive of Cosworth, 

while Rob Oldaker. Rover’s 

chief chassis engineer is to 

become engineering director 

for Cosworth’s road engines. 

Woodwark is making a big 
leap to the world of high per- 
formance engine manufactur- 
ing from his present role as 
managing director of Rover 

International, where he has 

been responsible most recently 

for sales of Rover and Land 

Rover vehicles in all markets 

outside Europe. His appoint- 

ment follows the retirement of 
Peter Nevitt. 

Unlike Nevitt, a respected 
engineer. Woodwork's career 

has been almost exclusively 



spent on the commercial side 
of British Leyiand and Rover. 

He Joined British Leyiand in 
international marketing in 
1971, and later held jobs such 

as sales director for Land 

Rover in Africa, managing 
director of Leyiand Zimbabwe 

and sales and marketing direc- 

tor of Leyiand Trucks. 


The post at Cosworth will 
now keep him firmly in touch 
with the North American mar- 
ket, where he has enjoyed 
mixed fortunes in recent years. 

He has currsitly been plan- 

ning a big expansion for Land 
Rover in North America with 

the expected launch there next 

year of the successful Discov- 

er foarwheel drive vehicle. 

At end of the 1900s, however, 

his US experience was less 

happy as be struggled In vain 

to turn the tide for Sterling 

Motors, Rover’s abortive car 
sales venture in the US. 

At Cosworth, tire outlook is 
more promising, with Nigel 
Mansell driving successfully 

with the Ford Cosworth engine 

in US IndyCar racing, and Cos- 

worth profits doing their best 
to compensate for the losses at 
Vickers’ other automotive busi- 
nesses, most notably 
Rolls-Royce Motor Cars. 


Littlewoods appoints thwarted purchaser 


Littlewoods Home Shopping 
Group has invited Harald 
Schroff, who is retiring from 
the main board of the German 
mail-order house Quelle as he 
turns 60 this September, to join 
its board as a non-executive 
director 

There are still relatively few 
continental Europeans on the 
boards of British companies, 
though earlier this year Bud- 
gens appointed Hans Reischl, 
chief executive of Rewe, the 
German supermarket chain, to 
its board. 

Quelle, which like Little- 
woods, is an unlisted, family- 
run company, had been one of 
several parties interested in 
buying into the British market 


by acquiring Littlewoods’ 
home shopping business. 
Months of negotiations were 
however broken off in April 
last year when the Liverpool- 
based retailing and football 
pools group appeared to be 
unable to secure what it 
regarded as a suitable price. At 
that stage the company said it 
therefore intended to develop 
home shopping as one of its 
core businesses. 

Yesterday Littlewoods con- 
firmed that it had got to know 
Schroff as a result of the talks, 
and that, as he was possibly 
the most experienced executive 
in the field of European home 
shopping, it hoped to gain from 
his expertise. 


Joining Quelle in 1957, 
Schroff had had a seat on the 
main board since 1980. In 1986, 
he was put in charge of the 
special mail order division as 
well as all of Queue's activities 
outside Germany, which 
includes France, Austria and 
Belgium. 

When Littlewoods restruc- 
tured at the beginning of the 
year, creating the hnnw shop, 
plug and otto* groups out of 
what had previously been 
Internal divisions, it said it 
would appoint non-executive 
directors to the boards of the 
new l imi t ed companies, when 
the right people came along. 
Schroff is the first such 
appointment. 


Insurance 


moves 



2.i>n 




■ Two important changes of 
senior staff have been 4 
announced at MEHRETT Hold- * 
mgs, one of the largest agen- 

cies at the Lloyd’s insurance 
market Stephen Bum hope, 

underwrite* of non-marine syn- 

dicate 1067, is to leave Merrett 
to join tire smaller SpreckJey 
Vfllars Hunt agency. SVH man- 
ages non-marine syndicate 
2007, the seventh largest non- 
marine syndicate at Lloyd's. 

Joining Merrett is Ian Menzies, 

who takes over as group 
finance director. Menzies left 
General Accident after six 
years with the group in 1990. M, 
He joined the PertWased com- " 
party after 16 years with J 

Henry Schroder Wagg, where 

he was also a director. 


■ AJ. ARCHER, the listed 

Lloyd's agency, has announced 

a reorganisation of senior man- 

agement and the closure of two 
of its 19 syndicates. 

Richard Maykas will 

down as chairman of A-J. 

Archer Holdings In order to 

focus on his primary responsi- 

bility as underwriter of syndi- 
cate "870. Brian Kefiett will 

become executive chairma n 

and Ralph Sharp win be group 
managing director. ~ ~ 

Syndicate '697 will merge 
with syndicate 741 for the 1994 
year pf account Syndicate 256 
will cease to underwrite from 
1994. A*J. Archer & Co, ooe of 0, 
two m anaging agents In the * 
group, will be renamed Tower 
Underwriting Agents. A.J. 
Archer Holdings will be 
renamed at a later, stags. 


I 


Non-executives 


■ Adele Biss, chairman of the 
British Tourist Authority and 
the English Tourist Board and 
a non-exec at European 
Passenger Services, at 
BOWTHORPE. 

■ Sir Gordon Borrie, former 
director-general of the Office 
of Fair Trading, at 
UAPT-INFOLINK. 

■ Brian Baincock, founder 
of The Legal Protection Group 
and md of Legal & 
Contingency, at IPS GROUP. 

■ Peter Corley, a director at 
Swiss Bank Corporation, at 
EVE GROUP. 

■ David Sha w has l eft 
HOSKINS BREWERY. 



Gordon Waddell (left) will 
become chairman of the MER- 
SEY DOCKS & HARBOUR 
COMPANY when W illiam 
Slater, chairman since 1987, 
retires on September 7 . 

Waddell, who joined th e 
board in April as a nonexecu- 
tive director, is chai rman of 
Shank s & McEwanGroup and 
the Fairway Group, and a non- 
executive director of a number 
of companies including Cad- 
bury Schweppes. 

Michael BSD. director of 
financial services with East 
Midlands Electricity, has been 
appointed finance director with 

effect from October 1 to suc- 
ceed Geof Mason who retire at 
the end of the year. 



■ Patrick Dawson (above) has _ 
beea appointed tfirector. Latte ^ 
Am e ri ca, of the interna tional - 
dteirion.af BafrrClsrkscn, part r “ 
Of ESCHCAPEt he moves from . 
Sedgwick. 





■ Jeremy Davies, « director of 
Steel Butrin Jones Group, died 
on August 2 at the age of 4 B. 
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I n tlie second week of 
nHIu according to the 
BARB ratings, -other 
^ewmr. which 
Programmes on satellite 
ana cable, achieved its highest 
skjj® ever in Britain: 6.6 per 

S L Jlf? nventionaI terres- 
5? WevUnoa - BBC, rrvand 

Oiannel 4 - still accounted for 
93. 4 per cent Thus the notion 

S“* *J? W . appears to obsess 
the chattering classes within 

SfS^^vrearein 
tofi middle of a aew age of mul- 
tiple choice which is ham^g 
and fragmenting the audience, 
seems a teeny bit questionable. 
Of course this does not stop 
the broadcasters behaving as 
though the notion is a feet, and 
one of their favourite ways of 
attempting to resist the sup- 
posed fragmentation is ‘'them- 
ing": dedicating a whole even- 
ly to programmes about food, 
flinging together two dozen 
programmes about dinosaurs, 
or, as on Channel 4 at present, 
devoting a whole week to pro- 
grammes about "Bloody Bos- 
nia" - pan fully intended. 

At first the idea seemed 
admirable. Thanks to bitty and 
repetitive coverage- of violent 
activity in what was Yugo- 
slavia, television has produced 
a weariness in many viewers; a 
tendency to mutter “a plague 
on all your houses and your 
medieval mentality* The sight 
of yet another reporter in a 
flak jacket standing in front of 
yet another burned out Raritan 
village has become the signal 
to change channels. Surely this 
uncharitable and obscurantist 
reaction might be changed by a 
more Intelligent, analytical and 
historical approach to the sub- 
ject. "Bloody Bosnia” could be 
just what was needed. 

Yet a combination of pre- 
viewing and viewing off-air at 
the start of this themed week 
leaves doubts. The whole thing 
could backfire and leave us 
more sick of the subject than - 
ever. It seemed odd to begin 
with a lecture by currency > 
manipulator George Soros, of 
aU people, oh ethics. Still; to he 


wSgajKM 

aod humane charities In the 
In question. Moreover the 
his Opinions 
was wholly laud- 
afcte: that we need a new world 
order based on “the open sod- 
ety where no dogma has a 
monopoly, where the individ- 
• “f 1 * 8 not at the mercy of the 
state, and where minorities 
and minority opinions are 
respected". 

But as the season continues 

one s patience starts to thin. In 
some cases so* as the Essen* 
aol Guide series (Part 2 last 
mght, Part 3 tomorrow) it -la 
the style, with its flickering 
captions, head-and-shoulder 
inlays, and general tone of 
“Loo k at me Fm in charge of 
graphics" winch irritates and 
distracts from the content In 
other instances it is the mes- 
sage: Guardian reporter Mag- 
gie O'Kane made It utterly 
clear in Sunday’s Frontline 
that she sees Slobodan Milos- 
evic in particular and the 
Serbs in general as the demnp s 
of the piece. But did her 
silence an the Moslems indi- - 
cate that she thought them 
blameless? In other places 
Western liberals tend to find .- 
Moslem intolerance and totali- 
tarianism loathes ome; are they 
different in Bosnia?! have an 
ominous feeling that by the 
end of the week we shall be 
growling “A plague on all your 
houses” every h™» another of 
these programmes appears. 

The past week has produced 
vivid contrasts in documentary 
styles. The first in the BBC2 
series Architecture Of The 
Imagination (reviewed here at 
greater length by Colin Amery 
on Monday) was one of those 
portentous programmes where 
the * commentary swings - 
betweenfhe blindingly obvious 

arid gmhar nwiing l y preten- 
tious. It was full of people keen 
to exptafn to lesser mortals, the 
timer, and of coarse outer, sig- 




Ingrid Craigie, Liam Cunningham and Dervla Kirwan in Billy Roche’s ‘Poor Beast in the Rain’ 


niflcance and symbolism of the 
door. The first in ITVs Metro- 
land series, showing work by 
new directors, could easily 
have fallen into the same trap. 
In his 25 minute study of the 
world of van. drivers Henry 
Chancellor did have one enthu- 
siast who sat on the step of (I 
think) a Dor-mobile and mused 
about what would probably, in 
the architecture series, have 
been called the "ethos" of 
vans. 

But Chancellor's commenta- 
tor was brief, ready to laugh at 

his own fanntiHfsm, and am us- 
ing - virtues which describe 
the entire programme. We 
watched a hairdresser, a fish- 
monger and a dentist operating 
from vans. We met the sort of 
loons who cus tomise Bedfords 
so that they da 150 mph and 
eight mpg. And we ended with 
a student living in. a van whose 
simple analysis of its signifi- 
cance was far more effective 
than all the psychobabble in 
Architecture Of The Imagina- 
tion. "The Van” is the sort of 
startlingly simple but affecting 
programme to which juries like 
to give awards. 
lady Elspeth Howe, wife of 


Conservative grandee Sir 
Geoffrey Howe, has succeeded 
Lord Rees-Mogg as chairman of 
the Broadcasting Standards 
Council, one of the sillier quan- 
gos invented in recent years by 
a government supposedly keen 
to “roll back the boundaries of 
the state”. Jobs for the girls? 
Perish the thought! The lady is 
there entirely on merit. Chief 
qualification for chairmanship 
of the BSC appears to be a very 
sketchy knowledge of what 
actually appears on television. 
Rees-Mogg proved by what he 
told interviewers to be emi- 
nently qualified, and now, in 
response to Christian Tyler's 
question “Do you enjoy watch- 
ing sex on television? Do you 
find it boring?'’ in the course of 
a feature in Saturday’s Week- 
end FT, Lady Howe has said 
“Up to a point Yes I do alter a 
while find it boring if it goes 
on and on and on”. 

So here is a challenge for the 
lady, name us, not 12 , not six, 
but just two occasions In the 
past year - no, let's make it 
fair, in the past decade - when 
you have seen a programme in 
which sex went on and on and 
on. Those of us who would wel- 


come a gentle spot of sex occa- 
sionally in place of some of the 
stabbing and shooting would 
be delighted to know where, 
outside the Adult Channel on 
the Astra satellite (and some- 
how it seems unlikely that 
Lady Howe is paying £50 a 
year for that) she claims to be 
finding such unremitting sex. 

* 

Speaking of sex, when will tele- 
vision newsroom staffs get it 
through their thick collective 
heads that they have no more 
idea than anybody else of the 
rate of sexual offences in 
Britain (or England, or, as 
reported on BBC Regional 
News last week, London). Sex 
offences were almost certainly 
higher, proportionately, in 
London in 1433 than today, and 
probably higher in 1893, what 
with middle class male atti- 
tudes towards servant girls. 
But nobody knows. All that 
television news reporters know 
is the state of police statistics, 
and these vary according to 
the number of police collecting 
them, the number of comput- 
ers available, and especially 
according to prevailing atti- 
tudes towards the reporting of 


crime. It is, of course, less 
exciting and less terrifidng to 
announce “The number of sex- 
ual offences reported to the 
police rose last year" than to 
scream “There was a rise of U 
per cent in sex offences in Lon- 
don last year”. The difference, 
however, is that the former Is 
non-fiction, which is what tele- 
vision news is supposed to deal 
in, whereas the latter is fiction. 
★ 

How splendid to be reminded 
so forcefully by the opening 
production in BBC2's Wexford 
Trilogy of what can be done 
with a simple single-set studio 
drama if you have a writer as 
good as Billy Roche. BBCl's 
two-part thriller Thicker Than 
Water had some of the best 
wet-windscreen scenes shot on 
any location, this year, but 
never at any point did the dia- 
logue or the drama achieve the 
same power as “Poor Beast In 
The Rain". This opening epi- 
sode in the Wexford sequence 
told a bleak story of provincial 
pride and tragedy with speed, 
wit and economy and was con- 
sequently spellbinding. Yet it 
never moved beyond the con- 
fines of a small betting shop. 


I t is 'a particular as vrefl. as a 
general pity that fbe Ciiiibrntkm 
Of Richard Stream JPfeat just 
ended is, lor budgetrea 3 oos,thB 
last San Frandsco Opera aumner sea- 
son for the foreseeable future. Since, 
despite an adequately high level of 
singing throughout tbe festival, there 
were no standout performances in 
major rotes, the company’s orc h estra 
emerged the festival's Now it 
seems that without this valuable per- 
formance and rehearsal time with its 
new music director, Donald Rumndes 
(who conducted Salome and Capric- 
cio), and principal guest, Charles 
Mackerras (who led Der Rosenkava- 
her), the opera orchestra can only suf- 
fer. 

The ensemble's alert responses to 
the full complement off Strauss styles 
- early, middle, and late - as well to 
three conductors (Andrew Davis led 
two concert performances of Daphne), 
was appreciable. But its craft and ver- 
satility shone brightest in adversity, 
having to sound at full cry for Salome 
while holding back to acc ommo date 
the severely compromised perfor- 
mance of Maria Ewing in the title 
role. 

The old question of whether it was 
wise for Ewing to take up the role for 
the by now much-travelled Peter Hall 
production seems answerable in an 


Opera in San Francisco /Timothy Pfaff 

Richard Strauss celebrated 


unambiguous “No.” Not only can the 
Ewing soprano no longer soar over 
the foil orchestra at climaxes, it skips 
over many oil the “little notes" that 
lend the rote so much of Its musical 
interest From performance to perfor- 
mance (I beard two), Ewing recom- 
posed the part for her comfort' little 
wonder that, her famous strip to the 
. buff notwithstanding, the most memo- 
rable part of he - Salome Is her pouL 

The Herods, king and queen, fared 
for better, with both Robot Tear and 
Leome Rysanek giving sophisticated, 
richly detailed vocal and dramatic 
leadings — and Rysanek sounding as 
if she could have sung the title role 
with ease (and the vocal generosity 
she always lent it). If Tom Fox's Joka- 
naan lacked a certain aura of mys- 
tery, it was still strong and Impres- 
sive - even if the often misguided 
restaging by Jeanette Aster gave us a 
prophet who could not keep his eyes 
off the sultry princess. 

Elevating his orchestra to the 
status of another character, Runnicles 
presided over a drama of feral 
rairmhig and thrust- What his Salome 


offered in sound and fury, his 
Capricdo delivered in subtlety and 
nuance. Except for some occasionally 
foully intonation from the strings his 
players produced a shimmering 
tapestry of sound: fine filigree over a 
gracefully suspended long line. 
Co-ordination between pit and stage 
was exemplary. Revisions to the 
Mauro Pagano production, similarly 
familiar to London audiences from a 
previous Covent Garden outing, will 
be revealed in a live video recording. 
In general it seemed improved by 
Thierry Bosquet’s period costumes, 
replacing the misogynist Versace 
designs that lent visual confusion to 
the original production. 

Kiri Te Kanawa sounded better too; 
by now having learned the role in its 
particulars, she singing it 
half-ardently. Still, opulent sounds 
and arching phrases were not enough 
to convince one that she had strong, 
let alone conflicted, feelings about 
either words or music, poet or 
composer - or, for that matter, much 
interest in dinner. (The production's 
one genuinely touching performance 


was Michel S&n&haTs show-stopping 
Monsieur Taupe.) Hakan Hagegard, as 
the Count, and Victor Braun, as La 
Roche, made similar, if paler, 
impressions compared with their first 
outings in this production. 

While David Kuebler caught neither 
the character of Flamand nor his 
music, Simon Keenlyslde 
compensated with a beautifully 
inflected, deeply sympathetic Olivier 
- one that tipped the balance in the 
direction of words with, however 
ironically, high musicality. Still, the 
most fullest, most rewarding 
characterisation was Tatiana 
Troyanos' text-savoring, handsomely 
sung Clairon. 

The already grateful pairing of 
Capricdo and Der Rosenkavalier was 
further enhanced by a similarity in 
production style. Lotfi Mansouri's 
“new" Rosenkavalier sought to 
recreate both the Alfred Roller 
designs of the Dresden premiere and 
the original staging as reflected in the 
production book. The sets emerged 
breath-catchingly, absorbingly 
beautiful, the direction a bit by the 


numbers and characteristically broad 
and physical. 

Felicity Lott introduced an 
accurate, well defined, patrician, and 
ultimately unmoving Marschaliin; 
Frederica von Stade her well-known, 
urgent Octavian (though a bit vocally 
constricted and, well, more mannish 
than boyish in her late San Francisco 
debut of the role); and Christina 
Schaefer a perky if small-voiced 
Sophie. Eric Halvorson’s sumptuously 
voiced Ochs seemed otherwise 
generic. 

Musically, the show belonged to 
Mackerras, who seemed unerring in 
Ids choices of what to accent in this 
busiest of scores while making sure 
that all its music told. His sympathy 
with the singers seemed sometimes 
finer-grained than theirs with their 
characters. 

In the event, the concert Daphne 
seemed a trifle pointless (if not a 
pointless trifle). Davis oversaw a 
performance that seemed sufficiently 
long-lined, rhapsodic, and airy - but 
that felt more a reflection of what the 
orchestra could accomplish with little 
rehearsal than a serious reading of 
the work. The only singing of lasting 
interest was Jon Frederic West’s i 
knowing, passionate Apollo and 
Janice Watson’s silvery (if somewhat j 
monochrome) Daphne. I 


Spoleto Festival/WHliam Weaver 

‘II Trittico’ and 
‘The Rake’ 


The first-time visitor to the 
Spoleto Festival had best obey 
two rules: wear sound, rubber- 
soled shoes (the steep, cobbled 
lanes of the lovely Umbrian 
town are treacherously slip- 
pery): and expect the unex- 
pected. From the time Gian 
Carlo Menotti founded it. the 
Festival of Two Worlds - as he 
officially calls it - has aimed 
not only to bring Italy and the 
Western hemisphere together, 
but also to foster young talent, 
encourage artists to explore 
new paths, and cajole the tradi- 
tionally staid and unadventu- 
rous Italian audience to open 
Its mind and eyes to unfamiliar 
experiences. 

As the Festival approaches 
the end of its 36th year. Men- 
otti deservedly looks back on 
his achievements with pride. 
But as he ruefully admits, 
there have also been some 
monumental fiascos, like the 
Visconti Traviata in which the 
soprano lost her voice before 
opening night, when, to make 
matters worse, the tenor got 
completely lost in the final act. 
But, to compensate for that 
awful evening - one of Viscon- 
ti's worst, too - there were 
occasions like the Visconti- 
Schippers Manon Lescaui , a 
brief, unforgettable recital in 
the little Teatro Caio Melisso 
by the unknown Jessye Nor- 
man. and the Italian debut of 
the Tokyo Quartet in the same 
house. 

For Spoleto’s operagoers this 
year's festival may well be 
memorable chiefly for the 
debut here of a young Chilean 
soprano. Cristina Gallardo 
Domas, whose Suor Angelica 
provided the one real excite- 
ment in an otherwise enjoy- 
able. but uneven production of 
Puccini's Trittico, designed by 
William. Orlandi, staged by 
Menotti and conducted by Spo- 
leto's new musical director. 
Steven Mercurio. 

Of Puccini's works // Trittico 
is one of the most problemati- 
cal; the three short, intense 
operas are filled with traps for 
the unwary. In 17 tabarro Mer- 
curio and his leading singers 
decided on a full-blast 
approach, everything at top 
volume, addressed squarely at 
the public. Well, the score is 
rich and can survive and even 
repay this unsubtle, but sin- 
cere handling. As Michele, the 
baritone Haijing Fu stood out, 
sombre and moving, and sinis- 
ter. implacable as welL It was 
good to see the lovers, Gior- 
getta (Maria Prosperi) and 
Luigi (Rick Moon), played 
unroman tically, she rather 
dowdy, he ordinary, plain. The 
set was misty, a traditional, 
recognisable, handsome Paris. 

Menotti 's staging was also 
traditional, with some of the 
master’s familiar trademarks, 
including abundant employ- 
ment of supers. Since Puccini 
wrote a number of vignettes 
into the work, the stage at 
times seemed overcrowded, as 
if Michele had dropped anchor 
near the Care de Lyon. The 
cloister of Suor Angelica was 
no more cluttered than neces- 
sary, and the girls of the West- 
minster Choir formed a con- 
vincing, varied community of 
nuns. The interpreter of 
Anglica ideally must have, 
besides a warm, supple, 
melting voice, an expressive 
face; and Gallardo Domas, 
while not beautiful in any con- 
ventional sense, has the big- 
gest eyes seen on the opera 
stage since Callas. Though 
short of stature, she took on 


Interna tjonal 


Guide! 


■ BAYREUTH 

In the absence of The Ring, interest 
this year focuses on a new 
production of Tristan und Isold©, 
marking rote-debuts for Siegfried 

Jerusalem and Wattraud ^«er. Mmc 

Loppert, writing on this page about 
the first night, said 
Jerusalem might be considered light 
by traditional HeJdertanor 
measurements, he had neared 
the art of Wagner pacing. Maer. 
he said, sounded not 
but apdy <n character, capable by 
turns of imperious flounces, 

anger-heated surges, sj^rotr^tic 

. as if she honored 

wShthe charact^andirejdeff^ 
text before presenting brth tome 
public, Heiner 

opera production, designed by Encft 

Vifoncfar. was desenhed^^ 
abstractly intereStinELem^o^y 

distancing and centnty w™*™? 

sass s£ 

SSS-r 

with Deborah Pdas* 

Kundry. Poul Elmrng and Unaa 


Rnnle Join the cast for Werner 
Herzog's 1987 staging of Lohengrin. 
Donald Runnicles conducts 
Wolfgang Wagner's 1985 production 
of TannhSuser, with a cast led by 
Wolfgang Schmidt, Tina Kiberg, 

Ske WHm Schulte and Manfred 
Schenk. Giuseppe Sinopoli conducts 
Dieter Dom's 1990 production of 
Der fllegende Hollander, with Bemd 
Weikl as the Dutchman and Sabine 
Hass as Senta. Ends Aug 28 
(0921-20221) 

■ BRUGES 

The early music festival, now in its 
second and find week, features 
a William Byrd programme tonight 
with the FrtzwiHiam Ensemble, a 
Goreffi and Vivaldi programme on 
Fri with a baroque orchestra from 
Milan, and a grand finale on Sat 
with the York Wats, an English 
Renaissance town band 
(050-448886) 

■ HEIDELBERG 

This year's open-air festival at 
Heidelberg Gasiie features - 
productions of Haydn's rarely staged 
L’isola disabitata and Cav and Pag. 
Ends Aug 31 (Konzertfcasse, 
Theaterstrasse 4, 0-6000 
Heidelberg. T ei 06221 -683521) 

■ HELSINKI 

The festival, celebrating Ha 25th 
anniversary, opens on Aug 24 with 
a HetetnW Philharmonic Orchestra 
concert conducted by Alexander 
Sander, featuring Karan Armstrong 
as soloist in Schoenberg’s 
Erwartung- Esa-Pekka Salonen 
brings the Swedish Radio Symphony 


Orchestra for two concerts, and 
other concerts are conducted by 
Marek JanowsW, Leif Segerstam 
and Hans Drewanz. Recitalists 
include Julian Bream. Jessye 
Norman and Cecilia Bartoll. There 
are also performances by Ingun 
Bjflmsgaiard Dance Company, 
Susanna Linke Dance Company 
and the Avangil Ensemble, which 
brings classical and modem Islamic 
music from Turkey. Ends Sep 12 
(664466) 

■ LA ROQUE 
D’ANTHERON 

The castle grounds of La Roque 
d’Anth6ron, equidistant from 
Avignon and Marseilles, are the 
peaceful setting for a piano festival 
which has been gathering 
international renown since it was 
founded eight years ago. This year's 
programme of 33 concerts includes 
anniversary celebrations of Grieg. 
Tchaikovsky and Rachmaninov, 
a cycle of Schubert sonatas on 
modem concert grand and 
fortepiano, a Debussy sales using 
period instruments and Introductions 
to Medtner and Corigliano. In 
tonight’s concert, Nelson Frelre 
plays concertos by Grieg and 
Rachmaninov, accompanied by the 
Novosibirsk Philharmonic Orchestra 
from Siberia. The Hne-up of ar ti st s 
over the next three weeks includes 
Nicolai Demidenko, Michel Dalberto 
and Stephen Hough. Ends Aug 22 
(4250 5115) 

■ MONTPELUER 

Radio France's annual festival 
reaches Its dimax on Fri with a 


concert performance of Reyer's 
grand, unjustly neglected opera 
Sigurd, with a cast headed by Chris 
Merritt. The dosing concert next 
Wed is given by the Gustav Mahler 
Youth Orchestra conducted by 
Claudio Abbado, with baritone 
soloist Dmitri Hvorostovsky (6702 
0201) 

■ RHEINSBERG 

The chamber opera festival founded 
by German composer Siegfried 
Matthus In the idyllic surroundings 
of Rheinsberg Castle, 90km north 
of Berlin, is now in its third year. 

The formula is simple: bring 
promising young singers and 
musicians together for a month of 
rehearsals and workshops with 
experienced performers, against 
a backdrop of castle, lake and park: 
then show foe results in two opera 
productions. This summer’s 
repertory Is Matthus's 1966 
arrangement of Monteverdi's Utisse, 
staged by Frank Matthus and 
conducted by Richard Bradshaw 
(Aug 6, 7, 8, 11), and Carl Orffs 
Die Kluge, staged by Hans-Peter 
Lehmann and conducted by Horia 
Andreescu (seven performances 
between Aug 13 and 22). Tickets 
can be bought at Rheinsberg or 
from Theatershop Ticket System 
In Berlin tel 030-463 1022. 


■ SAN SEBASTIAN 

Highlights of this year's festival (Aug 
1&-Sep 2) include Pier Luigi Pizzi’s 
Monte Carlo production of La 
traviata, the St Petersburg 
Philharmonic Orchestra, Spanish 
National Orchestra with Its Chief 
conductor Aldo Ceccato, a series 


of organ recitals devoted to the 
works of Messiaen, and church 
concerts featuring the Hilliard 
Ensemble and others (Quincena 
Musical, Teatro Victoria Eugenia, 
Reina Regents s In, 20003 San 
Sebastian, Spain. Tel 043-481238 
Fax 043-430702) 

■ SANTANDER 

This year's visitors include Anne 
Sophie Mutter, foe Scala Orchestra 
with Muti, and a bevy of Russian 
artists - the St Petersburg 
Philharmonic and Bolshoi Opera 
Orchestras and the St Petersburg 
State Ballet However, the Kirov 
Opera has cancelled its visit Ends 
Aug 31 (Festival Intemacional de 
Santander, C/Gamazo s/n, 39004 
Santander, Spain. Tel 042-314819 
Fax 042-314767) 

■ SCHLESWIG 
HOLSTEIN 

Like a musical mosaic, the festival 
spreads out from Hamburg, Lfibeck 
and Kiel to some of foe most 
attractive towns in northern 
Germany, in venues with a more 
local atmosphere than most 
international festivals. There is a 
strong Polish influence this year, 
with three Polish orchestras touring 
foe region and performances of 
Szymanowski, Penderecki and 
several less familiar compatriots. 
Tonight tomorrow and Fri, the Kirov 
Opera Orchestra gives concerts 
in Wegteriand and Stade. The 
European Community Youth 
Orchestra, conducted by Leonard 
Slalkin, plays in Wei on Sun, 
followed by Jessye Norman next 


Tubs. The line-up over the next two 
weeks also includes Christa Ludwig, 
Anne Sophie Mutter, Shura 
Cherkassky, Igor Oistrakh, Gidon 
Kramer, Sinopoli and the 
Philharmonia, GOnter Wand and 
Yehudi Menuhin. Ends Aug 22 
(0431-567080) 

■ CASTELLDE 
PERALADA 

The gardens of this Catalan castle 
north of Barcelona are the beautiful 
setting for an annual festival of 
opera, dance and concerts. The 
programme Includes a staging of 
L'disir d'amore (Aug 7), a recital 
by Anne Sophie Mutter (Aug 16). 
and concerts featuring Jordi Savall 
(Aug 14) and Alicia de Lamocha (Aug 
21). The final concert on Aug 23 
Is given by foe St Petersburg 
Philharmonic Orchestra under Yuri 
Temlrkanov (072-538125) 

■ TORROELLADE 
MONTGRI 

The festival is based in a town on 
the Costa Brava near Spain's border 
with France. This year's line-up 
Includes Giacomo Aragall (tonight), 
Bohuslav Martinu Philharmonic 
Orchestra (Aug 12), Franz Liszt 
Chamber Orchestra (Aug 15 and 
17), the Solomon Trio (Aug 20) and 
Berlin Philharmonic Virtuosi (Aug 
21). Jean-Piema Rampgl gives the 
final concert on Aug 22 
(0972-761098) 


heroic dimension in the conclu- 
sion of the piece, from the aria 
“Senza mamma" .her delivery 
powerful yet nuanced, to the 
last gasp of her death. 

Comic opera is always a 
problem for inexperienced 
singers, and most of the Gianni 
Schicchi cast succumbed to the 
temptation to mug outra- 
geously. The immensely tall, 
gangling Alan Held has an 
impressive voice, but he is not 
- or. at least, not yet - a Schic- 
chi. lacking that vein of cyni- 
cal cruelty that belongs to the 
character. Nevertheless, the 
work moved fast and securely, 
and held the public. The Spo- 
leto Festival Orchestra was, as 
usuaL composed of very young 
players, students or recent con- 
servatory graduates. 

Inevitably, the quality varies 
from one festival to the next 
and, it must be said, 1993 was 
not a vintage year. Mercurio - 
not well received by the Italian 
press - seemed to have clear 
ideas about the music and he 
set suitable tempos, allowing 
the singers just the right 
amount of liberty. But his play- 
ers. notably a pesky, shrill pic- 

Puccinis three 
short , intense 
operas are filled 
with traps for the 
unwary 


colo. occasionally did him a 
disservice and the sound was 
not always pleasant. 

The other opera on the S po- 
le to calendar. Stravinsky's 
Rake’s Progress, made use oE a 
much-reduced orchestra and 
the conductor - another young 
American. Arthur Fagen - was 
able to draw more focused 
playing from this smaller 
group. The Caio Melisso is 
about the size of the Theatre 
Royal. Wexford, and like Its 
Irish counterpart, the Italian 
house flatters voices, so sing- 
ers can relax. Thus, while nei- 
ther the tenor Michael Rees 
Davis nor the soprano Ann 
Christine Larsson seems to 
have a large instrument, nei- 
ther had to force: and Stravin- 
sky’s sinuous lines emerged 
with spontaneity and sweet- 
ness. Larsson's enunciation 
was sometimes blurred, but 
she was a touching Anne; 
Davis made every vowel and 
consonant do its job, and the 
splendid poetry made the 
proper effect. 

Richard Cowan's Nick had a 
bold swagger and a black 
sound; his interpretation was a 
hampered by his too-obvious 
costume. The costumes and the 
sets were by the British caric3- 
turist-cartoonist-illustrator 
David Hughes, making his first 
foray into opera. His designs, 
somewhere between Steinberg 
and Hockney, displayed a 
ready wit and a fertile imagina- 
tion, but they occasionally 
went off the rails (why did the 
crowd at the auction have to 
wear bird-beaks?). Roman Ter- 
lecbyj, who has on many occa- 
sions acted as Menotti 's assis- 
tant. staged the work in 
harmony with Hughes’s vision. 
There were some excellent 
moments - the finale, with the 
singers removing their makeup 
at a row of mirrors, for exam- 
ple - while other scenes. Bed- 
jam for one. were filled with 
aimless bustle. 


ARTS GUIDE 

Monday; Performing arts 
guide city by city. 
Tuesday: Performing arts 
guide city by city. 
Wednesday: Festivals 

Guide- 

Thursday: Festivals Guide. 
Friday: Exhibitions Guide. 

European Cable and 
Satellite Business TV 

(Alt times are Central Euro- 
pean Time) 

MONDAY TO THURSDAY 
Super Channel: European 
Business Today 0730; 2230 
Monday Super Channel: 
West of Moscow 1230. 
Super Channel: Financial 
Times Reports 0630 
Wednesday Super Chan- 
nel: Financial Times 
Reports 2130 

Thursday Sky News: 
Financial Times Reports 
2030; 0130 

Friday Super Channel: 
European Business Today 
0730; 2230 

Sky News: Financial Times 
Reports 0530 

Saturday Super Channel: 
Financial Times Reports 
0930 

Sky News: West of 
Moscow 1130; 2230 
Sunday Super Channel: 
West of Moscow 1830 
Super Channel: Financial 
Times Reports 1900 
Sky News: West of 
Moscow 0230; 0530 
Sky News: Financial Times 
Reports 1330; 2030 
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I “The. Russian 

' Revolution? 

You can't stop 
! me shrugging 
my shoulders. 
\ On the scale 
I of ideas it is. 
at most, a 
vague ministe- 
rial crisis." 

The author of those words 
was a surrealist poet. Louis 
Aragon, who later became a 
leading French communist. By 
the same token, perhaps one 
day I shall become a convinced 
monetarist. But. for the 
moment, my view of the tur- 
moil in the currency markets 
Is essentially Aragon's view of 
Russia, vintage 1924. "To «dl it 
revolutionary." he added, "is a 
veritable abuse or language." 
The same could be .said when 
words like “disaster" are used 
about the demise (or relax- 
ation) of the European 
.exchange rate mechanism. 

I'm not sure I would go quite 
as far as The independent - 
the admirable but eccentric 
British newspaper which ban- 
ished the ERM completely 
from its front page on Monday 
morning and used the space to 
print the names of more than 
2.000 people supporting its rail 
for military action to save 
Sarajevo. But I sympathise 
with its objective, which must 
have been to restore our sense 
of proportion. The real disas- 
ters of the last week were not 
in the currency markets but in 
Bosnia and Lebanon. 

It's hard to say which was 
more depressing: the grim race 
or Mr Yitzhak Rabin, the 
Israeli prime minister, who 
told a parliamentary commit- 
tee his offensive in Lebanon 
was designed (yes. designed) to 
create a wave of refugees: or 
the beaming faces of Mr Slobo- 
dan Milosevic, the Serbian 
president, and Mr Radovan 
Karadzic, the Bosnian Serb 
leader, when Bosnia's presi- 
dent Alija Izetbegovic conceded 
their aim - a division of his 
country along ethnic lines. 

Israelis do not like being 
compared with the Serbs. In a 
letter in Monday's FT. one 
explained that Bosnian Mos- 
lems have no choice but to flee, 
whereas the Lebanese do have 
the choice. AH they have to do. 
it seems, is "express their hos- 
tility to the terrorist group", 
Hizbollah. and "Israel will wel- 
come these inhabitants back”. 

Very generous, I'm sure. But 
one thing one can say for the 
Serbs is that they are only 
seeking, by utterly barbarous 
methods, to control areas of 


Wrong 
order of 
priority 

Last week's 
real disasters 
were not in the 
money markets 

Bosnia and Croatia where they 
already live. No Israeli has 
ever lived in south Lebanon. In 
so far as others who do live 
there supiJort Hizbollah. they 
do so because it is fighting 
Israeli occupation of the "secu- 
rity zone” inside Lebanon. 

Israel rightly objects to 
Katyusha rockets being fired at 
its territory- That has been the 
ostensible reason for all its mil- 
itary activities in Lebanon, 
including the unbelievably 
destructive invasion of L9S2. 
But the problem is still there. 

The one solution Israel has 
not tried is the one ordered by 
the UN Security Council back 
in 1978: a full withdrawal to 

It Is a perverse 
sense of honour 
which keeps 
someone doing a 
dishonourable job 

the international border, leav- 
ing the UN interim force to 
prevent a return of Palestinian 
guerrilla units to the border 
zone while the Lebanese state 
reimposes its authority. 

Yet even now the "interna- 
tional community" does not 
insist on compliance with that 
resolution. Indeed, the Security 
Council had nothing to say 
about last week's fighting. The 
US seems to accept the Israeli 
view that this cynical use of 
violence, vvliich destroyed the 
homes of many thousands of 
people, has somehow 
"advanced the peace process”. 

Meanwhile, in Geneva the 
EC and UN mediators. Lord 
Owen and Mr Thorvald Stolt- 
enberg. have been twisting Mr 
Izetbegovic’s arm to get him to 
accept what they and their 
employers have often pro- 
nounced unacceptable. 

Last September, Lord Owen 
said: “We have to convince the 


Moslems that they arc not 
going to be the victims of rval- 
politik." Now. it seems, he is 
trying to convince them of the 
opposite, and is irritated by 
suggestions that Nate aircraft 
might, after all. intervene to 
prevent the "strangulation" of 
Sarajevo, fearing this will 
encourage tire Moslems to hold 
out a little longer. 

In a Channel 4 TV' interview 
screened on Monday night 
Lord Owen admitted he could 
have resigned in May when the 
Washington conference 
scrapped his previous peace 
plan. Thatplan involved a terri- 
torial partition of Bosnia on 
effectively ethnic lines, but a 
fairer one than is now pro- 
posed. with far fewer people 
being displaced. But Lord 
Owen apparently thought that 
to do so would have been quix- 
otic and self-indulgent. 

It is a perverse sense of hon- 
our which keeps someone 
doing a dishonourable job. If 
Lord Owen felt - as well he 
might - that his task had been 
rendered impossible by the 
unwillingness of western pow- 
ers to confront Serb and Groat 
realpolitik. he should have 
resigned and said so. 

As it is. he finds himself (as 
one who has worked closely 
with him remarked last week) 
behaving like the character 
played by Alec Guinness in 
The Bridge on the River Kwai: 
an officer in charge of a 
detachment of prisoners of war 
who takes pride in the bridge 
he has built for the enemy and 
Is Ivorrified by his own side's 
desire to blow it up. 

The true nature of the new 
world order is Liecoming clear. 

I know, "new world order” 
was last year's cliche, or rather 
the year before's. Nowadays 
one is supposed to talk about 
“world disorder". But even 
more sinister than chaos and 
violence in themselves is the 
deliberate use of them to bring 
about a new political order: 
and even worse than on inter- 
national community that 
clucks ineffectively and does 
nothing is one that busies 
itself with dignifying such cal- 
lous realpolitik with “agree- 
ments" on which the victim 
must shake the hand of the 
aggressor. 

Perhaps that is the only kind 
of world order there ever was, 
or could he. but it leaves a very 
unpleasant taste in the mouth. 
Moreover, it is hard to see why 
such agreements should last 
any longer than the balance of 
forces which dictated them. 


F or every person with a 
telephone In Albania, 
six are on a waiting 
list. It is better in Hun- 
gary and Poland, where there 
are about three in the queue 
for every five installed. 

Without a modem telecom- 
munications system, east Euro- 
pean business will be ham- 
pered at every turn. But with 
existing levels of investment, 
its chances of getting one in 
the foreseeable future are slim. 

A few further figures under- 
line the region's plight West- 
ern Europe has an average of 
43 exchange lines per 100 peo- 
ple. In the cast, only the Baltic 
states auri Bulgaria have more 
than 20 per 100. while the rest 
of the region has between 10 
ami 15 per 100. 

According to a recent survey 
by the Organisation for Eco- 
nomic Co-operation and Devel- 
opment, east European busi- 
nesses considers inadequate 
telecommunications to be its 
biggest infrastructure barrier 
to exports. In Poland poor tele- 
communications was a more 
frequently cited obstacle than 
any other, including exchange 
rates and the instability of the 
banking sector. 

CfT Research, a London com- 
munications consultancy, esti- 
mates the cost of providing 
Russia and eastern Europe 
with the same density of 
exchange lines as Spain has 
today - 35 per 100 people - at 
Sl29bn. or Sl4.3bn a year if it 
were spread equally from 1992 
to awo. 

The Spanish target, a rough 
yardstick, is far beyond the 
medium-term reach of most 
countries in the region. 
According to CIT. if the tele- 
coms growth rate of 19S8-91 
were sustained, only the Baltic 
states and Bulgaria would 
reach the Spanish target by 
2000, while Russia would end 
the decade with 24 lines per 
LOn. the former Czechoslovakia 
with 25. Hungary 20. Ukraine 
1$ and Poland 14.6. 

To reach 35 per 100. Poland 
needs an extra iom exchange 
lines, at a cost of about S20bn. 
Last year, according to BIS 
Strategic Decisions, a UK con- 
sultancy, ouly Sl.Jtbn was 
invested, barely half the funds 
needed. To put the figures in 
perspective, telecoms" invest- 
ment in the UK will amount to 
about $5bn this year, enhanc- 
ing a network that already pro- 
vides 15 lines per 100 people. 

Western private sector capi- 
tal has so far played a negligi- 
ble role in eastern Europe tele- 
communications. "There are 
some joint ventures between 
eastern and western operators, 
but few are in wireline services 
and they constitute a very 


Eastern Europe’s biggest barrier to exports is its 
poor telecoms system, writes Andrew Adonis 

Call waiting, for 
lucky 

Eastern Europe's telecommunications. 
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small proportion of total 
investments so far," says CIT. 

Criticism or international 
lending institutions is wide- 
spread, and not just in the east 
itself. “Investment is falling 
drastically short of necessary 
levels.” says Mr Andres Bande, 
president of Ameritech Inter- 
national. the US operator. Ife 
claims that, since the 1960s, 
the World Bank has lent barely 
S5bn on telecommunications 
projects worldwide and that 
only 2 per cent of its current 
lending is for telecoms, down 
from 3.6 per cent 20 years ago. 

Between them, the European 
Investment Bank and the Euro- 
pean Bank for Reconstruction 
and Development have so far 
lent barely $lbn for telecoms 
projects in eastern Europe in 
the past two years. 

“The World Bank should 
look ‘upon central and eastern 
Europe as it looked upon west- 
ern Europe and Japan in the 
years immediately after the 
second world war." says Mr 
Bande. He would like to see the 
establishment of an interna- 
tional body, called “Worldtel". 
exclusively targeted at tele- 
communications development. 

The World Bank and the 
EBRD reject the criticism. 
“SVhnt we need is not Worldtel 
but greater private sector 
involvement," says Mr 
Edouard Wylleman. senior 
infrastructure project manager 
at the EBRD. “Our job is 
largely to create the conditions 
for that - particularly by pro- 
moting an appropriate legal 
framework and pioneering new 
financial instruments." 

Even if Worldtel were estab- 
lished. its financial contribu- 
tion to eastern Europe's tele- 
coms could only be modest. 
BIS estimates that only about 
10 per cent of the funds needed 
to upgrade the region's tele- 
coms could reasonably come 
from the multilateral lenders; 
the rest would have to come 
from internal sources (55 per 
cent i and from foreign direct 
investment (30 per cent). 

Increased internal revenue 
will have to be generated 
largely by reforming tariff and 
staffing structures to reflect 
costs. Faced with strong politi- 
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cal pressures, progress on both 
fronts is slow. Across the 
OECD, the average ratio of 
installed lines to employees is 
120: in eastern Europe it is 
between 30 and 50. On tariffs, 
the picture is more mixed. Rus- 
sia, for instance, has deregu- 
lated prices: but with inflation 
rampant, revenue is far below 
that needed to fund expansion. 

P rivatisation of the 
region's state-con- 
trolled telecoms opera- 
tors is the most likely 
source of substantial inward 
Investment - supplemented by 
franchise contracts for new 
data and cellular mobile net- 
works, and perhaps also for 
mainline network expansion. 

Mr Charles Jonscher, presi- 
dent of the Central Europe 
Trust, a UK-based consultancy, 
is confident that capital 
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requirements will force the 
region rapidly down the priva- 
tisation and franchise roads. 
He sees a three-phase process. 
A monopoly of investment and 
service-provision by state tele- 
communications utilities is giv- 
ing way to joint ventures with 
overseas partners. In due 
course he expects the state 
utilities themselves to be sold, 
with competition encouraged 
between operators. 

The three phases are evident 
in the development of the 
region's, cellular mobile net- 
works. In most countries, the 
first generation of cellular net- 
works was provided by single 
joint ventures between state 
and foreign operators. By con- 
trast, competing concessions 
are being offered for new digi- 
tal networks constructed to the 
pan-European GSM standard. 

For entrepreneurs prepared 


to pay premium rates, mobile 
and satellite links are develop- 
ing fast. However, for mass 
telecommunications at afforda- 
ble prices, expanding the basic 
fixed network is the overriding 
priority. In that sphere, prog- 
ress towards Mr Jonscher's 
second and third phases of 
joint ventures and privatisa- 
tion is painfully slow in most 
countries. 

Ideological opposition to pri- 
vatisation and liberalisation 
remains strong. At a recent FT 
conference, Mr Krzysztof Kil- 
ian, Poland's telecommunica- 
tions minister, said tlie (now 
interim) government had just 
“started to think” about privat- 
ising part of Polish telecoms. 
He expressed deep scepticism 
as to the value of competition 
in basic network provision. 
“Surely it is obvious that costs 
will be Lowest in high-capacity 
systems in the bands of a sin- 
gle operator." he said. 

Privatisation is proceeding in 
Hungary, along with provision 
for licensing 56 regional com- 
petitors to the former monop- 
oly. Thirteen overseas opera- 
tors have submitted proposals 
to take a stake in the Hungar- 
ian company, including several 
lading west European and US 
operators. 

But even if the rest of east- 
ern Europe follows Hungary's 
lead, the source of future 
inward investment is problem- 
atic. Companies with a total 
capitalisation of $50bn arc- 
expected to come to market 
over the next three years In 
the Asia Pacific region, where 
telecoms expansion is riding 
on the back of buoyant econo- 
mies. Then there is western 
Europe itself, where a privati- 
sation avalanche starts in 
1995-96 with the sale of Deut- 
sche Telekom. 

“We are facing a real short- 
age of capital to get the indus- 
try moving in eastern Europe,” 
says Mr David Wheeler, a cor- 
porate finance director at Leh- 
man Brothers, the merchant 
bank. “It Is not just rival dota- 
tions: successful privatisations 
in eastern Europe will need 
dedicated strategic partners, 
and they are in increasingly 
short supply." Deutsche Tele- 
kom has a particularly strong 
interest in the region, but with 
a DM70bn (S40^bn> bill for 
modernising the network in 
the eastern German Lander, it 
has little spare cash. 

If that seems unduly gloomy, 
the Asia Pacific region might 
offer an alternative model. 
There, economies took off and 
advanced telecommunications 
are following. Alas, there is no 
sign of a take-off of any kind in 
eastern Europe - with or with- 
out the telephones. 
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ERM: roles of a ‘snake’ and central banks 


From Mr Lucicn Peters. 

Sir. Rather than fixing a new 
and arbitrary 15 per cent fluc- 
tuation band for most ERM 
currencies, ERM members 
might have been better off con- 
sidering a mechanism that 
allows for both market forces 
and flexible excess control. 

A true "snake" may be the 
answer. It could be created by 
first letting all ERM currencies 
briefly float in order to estab- 
lish a true market reference 
exchange rate for currency 
couples and then introducing a 
flexible fluctuation band 
around the moving average 


(calculated for a uniform 
period of time) of each 
exchange rate. The boundaries 
for this band could be set at 
one or more standard deviation 
ot each currency couple. 

This snake would let market 
forces act quite freely, while 
also allowing for central bank 
intervention each time the 
boundaries or the flexible band 
are approached or touched. 
This way there would hardly 
be any need for periodic re-sets 
of rigid thresholds. 

Lucicn Peters. 

:V rue de Gostingen. 

L-5-H-i Canach, Luxembourg 


Prom Mr Daniel Oppenheimer. 

Sir, No-one yet seems to 
have made the connection 
between the suspension of the 
ERM and the debate which 
took place earlier tins year in 
the FT's letters column and 
“Personal View” column over 
the desirability of an indepen- 
dent central bank. 

The episode provides excel- 
lent ammunition for both 
sides. Those who are pro-inde- 
pendence can point out that 
only on independent central 
bank could possibly have with- 
stood the massive political 
pressure on Germany to sacri- 


fice its low inflation record for 
the sake of European unity. 
Those who are anti-indepen- 
dence can point out how infla- 
tion is not merely a simple 
“technical" issue, but a deeply 
political one, and can argue 
that it is wrong that the (une- 
lected) Mr Helmut Schlesinger. 
Bundesbank president, can 
overturn the desire of (elected) 
politicians to move towards 
greater European unity. 

You pays your money and 
you takes your choice 
Daniel Oppenheimer, 
Hanakoganei 3-12-23, 
Kodaira-shi, Tokyo, Japan 


Greater beneficiaries of Uruguay round 


From Mr Adrian Hewitt and 
Ms Slieila Page. 

Sir. Richard Blackhurst 
(Letters. August 2) points out 
that a Uruguay round settle- 
ment will bring net gains in 
trade leading to absolute gains 
in income and employment in 
the US and European Commu- 
nity. The gains for many devel- 
oping countries may be propor- 
tionally even greater. 

Developing countries will 
gain from the rise in world 
income for all the reasons out- 
lined by Mr Blackhurst. But 
they hove an additional inter- 
est because this round has for 
the first time included two sec- 
tors. agriculture and textiles 
and clothing, that did not bene- 
fit from the reductions in barri- 


ers achieved by other goods in 
previous rounds. These sectors 
are those of greatest interest to 
developing countries, which 
are seeking to sustain export 
expansion without succumbing 
to "jobless growth". 

On the basis of the Dunfcel 
Draft settlement, the Overseas 
Development Institute (in The 
Gate Uruguay Round: Effects on 
Developing Countries) has esti- 
mated that the effects from 
these net export gains alone 
would be at least 3 per cent of 
the value uf their exports 
(equivalent to 825bn), and 
could well be twice that These 
figures in turn could be dou- 
bled by effects from the income 
gains to their industrial coun- 
try trading partners, and the 


wage advantage for export pro- 
duction over local markets is 
probably even greater for 
them. 

This explains why so many 
developing countries are par- 
ticipating fully in the Uruguay 
round negotiations for the first 
time. 

They hove viewed the recent 
US-EC stand-off on agricultural 
protection with irritation at 
being treated as bystanders at 
what they hope will be a feast 
for alL 

Adrian Hewitt, 

Sheila Page, 

Overseas Development Institute.' 
Regent's College, 

Inner Circle, 

Regent's Park, 

London NWl 4NS 


Among top 10 
for equality 

Prom Ms Lesley Abdela. 

Sir. One further invaluable 
thing Robert Horton will bring 
with him to Railtrack 
(“Hatchet honed to a softer 
point", July 31/August 1) Is a 
solid commitment to equal 
opportunities. From interview- 
ing him at BP for the European 
Commission video. “The glass 
ceiling breakers". I’d rate him 
in my list of top V0 males in 
industry, along with BTs lain 
Vallance, who really believe 
companies will be more suc- 
cessful if women are treated, 
trained and promoted on equal 
terms with male colleagues. / 
Lesley Abdela, 

The Lodge, Conock Manor, 

Wiltshire SNIQ3QQ 


Role in private sector projects essential for success of the EBRD 


From Mr Andrew Klinaff. 

Sir. While I might agree with 
your assertion that the ideal 
candidate for the presidency of 
the European flank for Recon- 
struction and Development 
(EBRD) should combine the 
qualities of Messrs Balcuraw- 
icz. de La rosier?. Stern and 
Lady Thatcher with "know- 
ledge of the economic task 
ahead, impeccable integrity 
and political weight" (leading 
article: "New leader for 
EBRD''. July 22). I must dis- 
agree with some uf your other 
conclusions 

That Europe may liave "no 
shortage of private merchant 
bankers ' may bo true. But how 
many are operating In eastern 
Europe and the former Soviet 
Union? And. indeed, how many 
can really afford to. given the 
> opportunity costs'.’ Does any- 


one seriously believe that most 
governments or companies in 
the region ran pay for the advi- 
sory services of Morgan Stan- 
ley or Warburgs? Or need the 
services in which they truly 
excel, such as bond and 
equity issues, derivatives and 
M&A? 

A public sector merchant 
bank could, on the other hand, 
provide those services that are 
needed in the region, such as 
restructuring and privatisation 
advice, plus fresh cash to local 
privatised firms and to those 
feu foreign investors willing to 
risk some of their own money 
m projects In eastern 
Europe and the former Soviet 
Union. 

More fundamentally, how- 
ever - and in contrast to what 
you say - tending to private 
projects is not only a necessary 


and a sufficient condition for 
the development of healthy 
economies based on the private 
sector. It is the only viable way 
for an institution of the size 
and scope of the EBRD. (When - 
fully disbursed, EBRD assets 
will total about US$l2bn. The 
World Bank total is nearly 
$I40hn, while Oai-Ichi-Kangyo, 
the largest bank in the world, 
holds more than $450bni) 

Only through structuring 
and investing in private sector 
projects can the EBRD simulta- 
neously help to attract more 
foreign investors, finance infra- 
structure, formulate policy.' 
and develop institutions and a 
viable legal framework. 

Such issues as policy formu- 
lation. in eastern Europe and 
the former Soviet Union, can 
be dealt with only through con- 
crete examples of lire projects 


that will lead to Bank financ- 
ing. And unless such issues are 
resolved as part of a concrete 
project, they simply result hi 
theoretical discussions. 

To -question this approach, 
and suggest that the EBRD be 
organised by. countries, with a 
country or sector strategy 
determining what the Bank 
does, seems reasonable. But it 
Is not The private sector and 
the market work in their own 
way to allocate resources and 
reward risk and entrepreneur- 
ship. - 

Communist countries alio- i 
catied resources through a ctn- 
traLplan based on country and 
sector strategies. This didn’t 
- work for them, so why should 
it work for the EBRD? 

Andrew Klinoff, 

- 18 Bloomfield Ttormee, 

London SWi 
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After franc fort 
a franc float 


THE FRENCH government has 
reason to feel 

dirt^n* reversion to 

5°®J*ng ^change rates. 
Some eombmatJon of Belgian 

Geno^o! 

5^.55“ ^Porary departure 
of the D-Mark from the 

rate mechanism, and the ctearty 
S^i^t adop^m of very wide 
ERM bands, has forced France to 
sanctum what appears to be an 
JmpUat and politically embarrass- 
ing franc devaluation. But the 
EBM does now give the 
Frewsh government the freedom 
to deliver what Its economy des- 
perately needs: a substantial cot 
in Interest rates. If the benefits of 
the last io franc fort years are not 
to be squandered, it should take 
the opportunity. 

To do so, France must first 
recognise that the useful life of 
the franc fort policy - designed to 
secure low inflation by tying the 
currency tightly to the D-Mark - 
has passed for now. This is not to 
suggest either that the franc fort 
policy has failed or was miscon- 
ceived - quite the reverse. France 
currently has an inflation rate 
half that of Germany and, more 
significantly, a marginally lower 


mitteiKcesslTeiy high interest 
rates and an unnecessary reces- 

^woss Europe. The success of 

«*e franc fort policy in reducing 
.french inflation meant that 
gwrt-term real Interest rates 
oecamfl ever more painful and 
ultimately unsustainable. 

Mercifully, for French compa- 
nies, banks and consumers, the 
jroach government now has the 
uexibffity to re-orientate its dis- 
torted economi c policy. The prior- 
ity for the French, government 
must he to ensure that it can 
return, as soon as possible, to eco- 
rcrcrcrtc growth with low inflation. 


. T ““-O'-*— iunu 

interest rate on its long-term gov- 
ernment bonds. France is now 
paying to Germany the highest 
compliment a tutor can hope for 
Imitation, which surpasses the 
teacher's own abilities, a feet that 
may discomfort the Bundesbank 
president, Helmut Schlesinger. 

Moreover, France has used the 
franc fiat years to amass sizeable 
gains in competitiveness. The 
franc has appreciated by more 
than S per cent against a basket of 
European currencies since the 
beginning of 1987, when the last 
wholesale ERM realignment 
occurred. But consistently low 
rates of wage inflation relative to 
Its competitors have more thaw 
offset any loss in competitiveness 
from this nominal appreciation. 

French industry thus ftrvta lfcrif 
despite the appreciation of the 
past nine months, to , a .much 
Granger competitive position than 
when the policy began. V 

D-Mark appreciation 

But the franc fart's success, com- 
bined with the w a y w ard behav- 
iour of Germany since unification, 
has mgrin the policy increasingly 
inimical to French interests. Ger- 
many's need to stuff resources 
from west to east, the govern- 
ment’s fiscal profligacy, rad the: 
resulting shift to a current 
account deficit, have required the 
D-Mark to appreciate, and German 
interest rates to rise. But the com- 
bination of the hard ERM, and 
France’s stubborn resistance to a 
D-Mark appreciation, have traits- 

Asia and the 
global village 


Cut rates 

First, the government must cut 
short-term interest rates by at 
least 2 percentage points. Every 
domestic Inflationary indicator 
suggests that French monetary 
policy remains far too. severe. 
Broad money growth, at 3JL per 
cent over the past year, is too slow 
to sustain, a recovery, while three- 
month money market interest 
rates of 7 per cent mean twt the 
yield curve r emaps Inverted. Con- 
sumer price inflation is less than 2 
per cent a year and wage inflation 
fell to ah annual rate of 2J5 per 
cent in the second quarter, its low- 
est level in more than a tfecaite 
Second, the French go ver nment 


meet consolidate its reputation for 
low inflation.. By accelerating 
changes at the Bank of France 
which can entrench the bulk's 
nominal . independence, and 
explaining how domestic mone- 
tary indicators 'will be monitored, 
it ran demonstrate its- commit* 
meat .to keeping, inflation low. 

i3did, France should accept that 
it cannot rejoin Germany in a sys- 
tem erf n arrow bands (even in a 
reformed ERM) until the latter’s 
inflationary and fiscal problems 
are under control. Rejoining 
before G e r man interest rates have 
feQm substantially would not be 
c onsistent with price- stability in 
France. . - 
What the g ov ern m ent must not 
do is attempt to keep Urn franc fori 
policy afire by trying to shadow 
ti» B-Mark in its old JERM bands. 
That would mean resisting the 
interest rates French industry des- 
perately needs, and perversely, 
may. well increase the fJmnw* of 
Hm French, franc faffing t ^nch far- 
ther -and make the politics of an 
eventual return to a hard ERM 
muse difficult. Economy minister 
Bfimoafl Alphand&ry was right to 
say early on Monday morning that 
franc stability, both domestically 
and cm the foreign exchanges, 
would be the priority for French 
monetary policy. Both objectives 
imply that the franc fort policy 
should be mourned and. then , for a 
period, forgotten. 


3N THE streets of Kuala Lumpur, 
t is impossible to buy newspapers 
from neighbouring Singapore. In 
Singapore, a self-styled hub of 
doted communication, there is a 
sarallei ban on selling newspapers 
jom Malaysia. Both, countries 
iave shoulder ed their way to the 
rout among developing nations in 
enns of growth and rising income 
eveis. But their governments - 
hough they are vying with each 
rther to host regional media cen- 
tres - continue to take fright at 
:he flow of information which, 
hey fear, could in some way 
iestabilise thom. They are jump- 
ing at shadows, particularly when 
hey rail - as Malaysia’s prime 
minis ter did yesterday - against 
he spread of satellite television. 

Singapore’s government has 
mostly manag ed to keep the lid on 
mawy kinds of behaviour It 
regards as anti-sodal - including 
satellite television - partly than ks 
to enviable success in delivering 
iigher standards of living, and 
partly because of its compactness, 
[n this haven for business, the edi- 
nr of the country's own leading 
injsmess newspaper has run foul 
rt the law for publishing a quar- 
terly gross domestic product 
growth estimate before its official 
release. The government's action 
this weds to limit the circulation 
jf the Economist, half-owned by 
the Financial Times, is but the 
'atec t in a string of ytions against 
foreign madia organisations. 

Totalitarian governments 

In the rest of the world, how- 
ever, government attempts to eon- 
toI information have tong been 
ixposed as futile. Tb» lesson of 
lie ex-Soviet countries is tbatm 
he end. even totalitarian govern- 
ments could not curb the use of 
lie samadat fax maefctafi ^®dtbe 
incursions of foreign broadcasters. 

In Asia, the proliferation of sat- 
ellite dishes in countries- which 

restrict their sale - Malaysia, 
ESaSnd China -«**»• 
the growing difficulty of control 
ling choice when rising living 


standards feed the appetite for 
entertainment. Star Television, 
the Hong Kong broa dc aster, has 
developed a huge viewers hip 
among Aslan audiences who wel- 
come the variety offered by its five 
channels. Dr Mahathir Mohamad, 
prime minister of Malaysia, is 
alarmed at Mr Rupert Murdoch's 
purchase of a controlling stake in 
Star TV. He suggested yesterday 
that Mr Murdoch's purpose was to 
"control the news that we are 
going to receive," and launched 
into a familiar attack on the west- 
ern press for its portrayal erf Asian 
countries. 

Indigenous culture 

Some concerns of Asian govern- 
ments are understandable. They 
fear that indigenous culture will 
be undermined by a seductive diet 
of MTV and soap operas; they are 
right to want news that reflects 
their citizens’ priorities. The 
answer, however, does not lie in 
attempts at direct control, any 
more than it lay in UN-s ponsor ed 
attempts a decade ago to promote 
a “new information order" purged 
of western values. 

Citizens want choice; technology 
ensures that they will have it. 
Governments should focus upon 
fostering an environment in which 
choice can flourish. That means 
restricting concentrations at own? 
ership and nurturing the kinds of 
media which they feel to be bene- 
Ucjaj. For example. Dr Mah at hir 
suggests that Asian countries 
should start thmr own network. 
Many south-east Asian newspa- 
pers are already very profitable 
and could easily invest m develop- 
ment Of new pan-Asian media. 

The experience of Hong K on g 
and Thailand suggests that the 
economic miracle is not threat- 
ened by press freedom. 

la continuing their own press 
end railing at the western media, 
leaders of some Asian coi mtriw 
wray their preoccupation with 
past battles and their failure to 

come to terms with their own eco- 
nomic success. 



t 7.30 yesterday morn- 
ing, UK hanks crossed a 
. threshold. National 
Westminster Bank 
.reported the first fell for 
three years in its debt provirions. 
Tim bad risks tafo.n by the clearing 
banks in the late 1980s are finally 
starting to recede into history. Yet 
banks are not past looking back on 
the recent past with relief: they are 
also vowing never to expose them- 
selves to the same degree of danger 
again. 

ftisic is at the -heart of banks’ tra- 
ditional business. They lend money 
at rates of interest, taking the risk 
of default But the boom of the late 
1980s and subsequent recession 
taught them a harsh lwwwv they 
bad exposed themselves to far big- 
ger risks than they realised. Banks' 
share prices are now trading at a 
15-year high relative to other indus- 
tries, partly because Investors 
believe their earnings will not be 
allowed to swing so wildly again . 

The fluctuation in earnings 
between the late 1980s and now led 
to banks’ capital being eaten away 
when they started sustaining losses 
on lending. At the g»m e time, lend- 
ing margins were reduced by com- 
petition and large companies bor- 
rowing money on the capital 
markets. Banks have concluded 
that they most And ways of mafring 
money other than simply lending it, 
because toe old marg ins on lending 
do not com risks adequately. 

The initial response has been to 
diversify into operations which pro- 
duce fees and commission rather 
than interest to retail banking, this 
means selling life insurance and 
other financial products. On the 
corporate side, it means capital 
markets and securities operations. 
But underlying this is a questioning 
of whether banks should cany on 
lending money under the same con- 
ditions as in the past 
The most extreme reaction to the 
emergence of unforeseen risks 
would be to stop lending com- 
pletely. US banks such as Bankers 
Trust have been cutting down the 
number of loans they hold on their 
balance sheets, while seeking new 
trading income. It would be near 
inconceivable for UK clearing 
banks, with their huge range of 
retail and wholesale businesses, to 
stop lending. But it is quite likely 
that they win increasingly avoid 
lending that carries hi ghar risk. 

Bankers insist, however, that 
they will not retreat “If we were 
not going to take any risk, we could 
just bqy US treasury bills and not 
employ anyone" says Mr Richard 
Goeltz, National Westminster’s 
chief fhumriai officer. But others 
admit that there is at leant tempo- 
rary caution. "Banking got a monu- 
mental shock in the 1980s, and it 
takes time to recover,” says Mr 
John French, head of risk at HSBC 
Group. 

Ranine face a harder task than 

just recovering their nerve. There 
are several ways in which business 
may be riskier than in the past. One 
is that landing nrigtakpg will not be 
Tiuifflfed by asset price inflation: a 


The very model of 
a modern risk 

John Gapper on efforts by UK banks to ensure capital 
is allocated to operations with the best real returns 


rise in the value of the underlying 
security, such as property, will not 
ball out debtors. A second is that 
the growth in the use of derivatives 
- new financial instruments - like 
currency swaps may increase risks 
such as exposure to other traders. 

More broadly, banks are increas- 
ingly operating in an open environ- 
ment in which their mistak es are 
exposed to both public comment 
and regulatory punishment. Mr 
Mervyn Pedelty, bead of risk man , 
agement at TSB Group, says the 
bank treats compliance and image 
as elements of risk. “The reputation 
of a business like ours is very 
important, because you cannot sell 
products to customers if you have a 
poor reputation." he says. 

Faced with these challenges, 
banks are now trying to devise 
methods of better assessing risk. 
They are taking a lead from Bank- 
ers Trust, which developed mea- 
sures of return on capital, weighted 
by risk, to choose where it should 
allocate funds in trading operations. 
The intention of risk-adjusted 
return on capital (Raroc) meas ures 
is to ensure that the bank allocates 
its capital to operations with the 
best real returns. 

NatWest has started to assess its 
operations against two measures of 
risk-adjusted return. It has calcu- 
lated returns over past business 
cycles to measure both the average 
annual return in each operation, 
and the minimum likely return in 
poor years. It is trying to identify 
not only how profitable its 
operations are. hut also how vola- 
tile their returns are. and thus how 
exposed the bank is to cyclical 
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Mr Goeltz says the analysis has 
been thought-provoking, but he is 
unwilling to discuss which 
operations it raises doubts about 
“There are a couple of real shocks, 
things that defy the conventional 
wisdom,” he says. He argues that 
the process prorides the bank with 
a useful discipline. “With the fig- 
ures, you can challenge managers. 
You can say: Tiere is what you are 
going to have to do to make a 
return,’ ” he says. 

The question is whether the 
model can be used to do more: can 
UK banks start to allocate capital 
according to risk models? Most 
banks doubt the validity of such a 
notion for two reasons: first, 
because they are more complex 
businesses than Bankers Trust, 
which focuses on securities trading 
and derivatives; second, branch 
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managers may encounter difficulty 
applying the results of an analysis. 

The range of activities in a large 
British bank is such that it is 
extremely hard to compare them. 
“Our trading operations may have 
nice mathematical tools to manage 
risk, but we bave no means of com- 
paring toe profitability of sterling 
swaps to mortgages, or US credit 
cards," say s Mr Goeltz of NatWesL 

In addition, banks may lack suffi- 
ciently reliable data to judge the 
risks of lending. Trading in securi- 
ties and capital markets is rapid 
enough to produce a store of data. 


but credit risk is governed by 
long-term economic cycles. Few 
banks have data going back far 
enough. And their most recent 
information has been drawn from 
the extreme and probably atypical 
economic conditions of the late 
1980s. 

The second problem of introduc- 
ing risk analyses is practical. Deal- 
ers may understand the notion of 
trading positions based on limited 
allocations of capital, but such a 
way of working is alien to lending 
managers. Mr French says HSBC 
has not adopted such measures 


O n the face of it, there 
could hardly be a more 
comfortable time to be a 
banking supervisor. The 
attempt by banks to reduce their 
levels of risk from the reckless late 
1980s should simplify the task of 
toe Bank of England. Rattier than 
having to rein in the banks. It 
could theoretically enjoy a spell of 
peace and quiet as they start to 
amass capital and spurn the poor 
lending of the past writes John 
Gapper. 

It does not appear that way to Mr 
Brian Quinn, executive director of 
banking supervision. 

Bis task under the 1987 Banking 
Act is to protect depositors’ money. 
He can thus afford not to inte rfe re, 
even if a bank has grown too cau- 
tious and is building up excess cap- 
ital. “We are here to protect the 
depositor. If a bank chooses to 
become overcapitalised then so be 
it That is a commercial decision. " 
he says. 

Yet his job is becoming more 
complex, to several reasons: 

• Derivative products, such as 
interest rate swaps, may help 


No time to relax 


reduce the obvious balance sheet 
risks faced by banks, but they raise 
other, less quantifiable risks, such 
as credit exposures to the other 
parties involved. This means that 
the chance of a catastrophic loss 
that could affect the financial sys- 
tem could be increased by the 
banks' efforts to avoid smaller 
losses, abont which the Bank is 
sanguine. 

• As hanks review past risks, they 
could all shift capital into promis- 
ing businesses, such as private 
banking, at the same time. This 
could reduce their profitability: 
margins would fall as they com- 
peted with each other. The central 
hank is the only body that can see 
where they are all heading at once. 
"One of our stren gt h s is that we 
know when everyone is coming in 
here at the same time talking about 
the latest fad." Mr Quinn says. 

• The Bank now faces demands to 
judge complex models of risk 


intended to help allocate capital. 
This could mean that it would be 
approving an approach to banking, 
rather than just checking banks’ 
safety. Mr Quinn regards the 
approval of models as little better 
than deciding on loans. “Judging 
models is very close to judging 
credits, and that is the banks’ job. 
not ours," he says. 

• Capital may be taken away from 
types of lending that have proved 
riskier than expected. This diffi- 
culty has been highlighted by the 
Bank’s own work on risk, following 
the excesses of 1980s lending. Its 
analysis of risk over cycles found 
that some industrial sectors, such 
as property, not only responded 
with more volatility to economic 
conditions, but followed the cycles 
more closely. 

Barclays is one bank that has 
said it intends to rebalance its port- 
folio to reduce the exposure to 
property lending. Other banks 


could make similar decisions that 
would affect credit in the economy 
for which the Bank has responsibil- 
ity as a monetary authority. Yet 
there is no logical reason for a 
bank supervisor to interfere in a 
process that is likely to strengthen 
banks. 

Indeed, Mr Quinn insists that the 
Bank’s monetary role is irrelevant. 
“That does not come into (my task]. 
If I see from examining banks’ 
books that asset growth will be 
slower, I do not bring any pressure 
to bear to alter that," he says. He 
has views, however, on the inadvis- 
ability of banks catting off lending 
to particular sectors just because 
they have previously priced such 
lending inadequately. 

“The lesson is not that you 
should stay away from property, 
but that you should analyse it, and 
price loans properly," he says. 
Nonetheless, the severe swings in 
profitability in some forms of lend- 


Observer 


A minor 
omission 

■ When John Tusa, the new 
president of Wolfeon College. 
Cambridge, stepped down after 
six years running the BBC World 
Service, there was mild surprise 
in some quarters that he did not 
get even a minor mention in the 
Queen's birthday honours list 

After all he left the World Service 
in better shape than he inherited 
it- 

However, this oversight is 
nothing compared with his latest 
humiliation in the BBC annual 
report. Four retiring governors 
are thanked for their 
“distinguished'' service and there 
is a decent mention for Johnny 
Beerling, the former controller of 
Radio One: 

But Tusa, who introduced some 
pretty radical changes at the World 
Service, is relegated to a footnote 
listing the outgoing members of 
the board of .management 

Yesterday BBC chairman 
Marmaduke Hussey tried to make 
amends. He sent his chauffeur to 
deliver a note to Tosa, who had 
been presenting the BBC TV 
lunchtime news, apologising for 
“the regrettable oversight". 

Surely toe “oversight" could not 
have had anything to do with the 
feet that Tusa had let it be known 
that be was never given, the chance 
to apply for the director general’s 
job at toe BBC? He was a firm 


favourite of the staff, which 
possibly ex plains why the chairman 
didn’t love him. 


Cabinet maker 

■ Tory spin doctors charged with 
repairing the party's battered image 
have another potentially explosive 
event to pencil into their Filofexes. 

The BBC announced yesterday 
that its four-part series Thatcher. 
The Doming Street Years, will run 
in October. The date has not been 
fixed but it would be a miracle if 
did not coincide with the Tory party 
conference in Blackpool A 
“no-holds-baxred" interview with 
the gmnde dome is promised, duly 
offering yet another opportunity 
to re-open old wounds just when 
party managers will be desperately 
trying to rally the party faithful 

Scant consolation that Hugh 
Scully, the executive producer, 
made his name as presenter of The 
Antiques Roadshow. 


Sunday disservice 

■ Former presidential hopeful Ross 
Foot should stick to chat shows. 

If anyone still thinks the jug-eared 
millionaire holds promise, they 
were not listening to his g rilling 
on last weekend’s “Meet the Press". 

Repeatedly quizzed by journalists 
over his plans to slash health 
spending, Perot claimed he had 
left his “very detailed list" at home. 
He would have brought it had he 



Til be burnt ont by the time I'm 

25 but I won’t half have done a 
lot of damage’ 

been asked, be wailed, as the Wall 
Street Journal reminded him this 
was not “some piddling little 
detail", but over half of his total 
proposed spending cuts. 

Just stopping short of making 
history by becoming the first guest 
in 46 years to walk off the show, 
Perot tried to turn toe tables. 

“Washington doesn't keep books. 
It’s like flying blind in a 747 down 
on the deck, wide open through 
the mountains at night in the fog,” 
spluttered the one-time master of 
the sound bite. 

When someone politely enquired 
whether Perot planned to stand 
again in 1996. the Texan replied 


that be hoped it would be 
unnecessary. As a Republican 
candidate then? “That would be 
up to them.” 

All in all as Clinton's campaign 
strategist James Carville remarked, 
Perot would have been better off 
in church last Sunday. 


Media morsels 

■ A couple of weeks ago Observer 
highlighted an apparent correlation 
between the financial performance 
of media-buyer Aegis and the type 
of refreshment it serves up at its 

agms. The fancier the comestibles, 

the better the results - and vice 
versa. 

Now BBJ Media Services - one 
of Aegis's many children - has 
picked up the largest media-buying 
account to change hands so far 
this year Ranks Hovis McDougalTs 
annual advertising spend of £18m. 

Given the brands within the RHM 
portfolio - Bisto gravy, Paso 
stuffing, a host of Chinese and 
Indian chutneys and sauces, and 
Mr Kipling's ready-made cakes - 
Observer feels slightly queasy at 
the thought of what kind of fere 
will be dished out at Aegis's next 
presentation. 


Bugger Bognor 

■ A sure sign that the silly season 
has started. Two British seaside 
resorts are in a flap after 
discovering their money-spinning 


because they are unlikely to be 
understood well enough to be use- 
ful. “You can produce the most 
sophisticated measures going, but if 
your people do not comprehend 
them, they are no good,” he says. 

Mr Martin Cruttenden, head of 
risk management at Lloyds Bank, 
argues that Raroc models do not 
suit big retail banks. Models may 
lend direction, but they are not a 
means of running operations. “The 
only area of operations where we 
feel the need for that degree of anal- 
ysis is our treasury," he says. At 
the branch level, be believes there 
is “no substitute for a manag er’s 
intelligent knowledge of tbe cus- 
tomer". 

Yet whether risk models are used 
is not the most important question. 
More vital is how banks' behaviour 
will be changed by their general 
sense of increased risk. They have 
already shown signs of trying to 
reduce their exposure. Banks’ assets 
are weighted according to how 
risky they are thought to be, and 
the ratio of risk-weighted assets to 
total assets has fallen from 80 per 
cent to 70 per cent over the past five 
years. 

S o although balance sheets 
have not contracted, 
higher-risk assets such as 
commercial loans have 
shrunk as a proportion of 
toe total. As banks enter a period of 
limited lending growth, a continu- 
ing shift in toe mix of assets could 
result in real cuts in some forms of 
lending. The most obvious targets 
would be lending to small busi- 
nesses on which bad debts have 
been high, and some industrial sec- 
tors such as construction. 

Bankers resist such a suggestion. 
“Of course our managers who have 
had their fingers burnt do not for- 
get it easily, but our job is to man- 
age risk, not to avoid it.” says Mr 
John Davies, deputy chief executive 
of Lloyds. Yet there are reasons 
beyond the strict logic of risk man- 
agement for bankers to seek forms 
of lending which avoid the extremes 
of high profits in good times, and 
heavy losses in the odd bad year. 

The risk models may find nothing 
wrong with holding a mix of assets 
which produces such high returns 
in most years that it offsets excep- 
tional losses, but neither bank 
Investors nor executives are likely 
to agree. The high share prices 
enjoyed by banks at the moment 
have emerged because fund manag- 
ers believe that banks have started 
to even out toe old cyclical swings 
in earnings that used to plague 
them. 

Banks are therefore likely to 
prove cautious about simply plung- 
ing back into high-margin and high- 
risk lending, such as property, that 
attracted them so disastrously in 
toe past. Avoiding such risk may 
please hank shareholders, but it will 
have unknown effects on the financ- 
ing of economic recovery. Banks 
may have crossed a threshold yes- 
terday, but the customers who come 
to them for loans could come to 
regret the achievement. 



Brian Quinn: a more complex job 


ing do carry a higher risk of sud- 
den catastrophic loss, which would 
affect depositors. The Bank has its 
own reasons to encourage banks to 
turn away from riskier lending 
with higher cyclical losses. 


Birdman competitions dash next 
Sunday. 

To win, entrants must launch 
themselves off a ramp on the two 
towns’ respective piers and “fly" 
under their own power across the 
sea. Competitors can use wings, 
skateboards and mountain bikes 
to assist their take-off. Bognor Regis 
has hosted the event for the past 
21 years and was the site of last 
year’s record flight of 86.4 metres. 

However, a predator has appeared 
on Bognor’s horizon. Eastbourne, 
a bigger rival, threatens to swoop 
off with many of the 160,000 visitors 
who attend the high point of 
Bognor’s tourist season. 
Eastbourne's excuse is that its 
Birdman competition is just one 
of nearly 50 events taking place 
in a five-day air festival. 

“I think Bognor is quackers to 
get upset" says Eastbourne 
marketing chief Tony Clarke - 
which is a rather more polite 
version of the alleged last remarks 
of King George V. the man who 
gave Bognor its Regis, on being 
told that he would soon be well 
enough to visit his fovourite seaside 
resort again. 


Top of the cops 

■ A letter-writer to the South 
China Morning Post last week 
suggested the headline all the 
journalists missed when Rupert 
Murdoch bought control of 
HutchVision. operator of StarTV: 
"Star, Sky and Hutch”. 
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Serb and Croat leaders 
called to Bosnia talks 



By Laura S Tiber in Geneva, Gillian 
Tett fn London and Michael 
Littlejohns in New York 


INTERNATIONAL mediators 
yesterday summoned Mr Slobo- 
dan Milosevic, Serbia's president, 
and Mr Franjo Tudjman. his 
Croat counterpart, back to 
Geneva in an effort to salvage the 
Bosnian peace talks. 

Last night's move appeared 
aimed at exerting pressure on 
Bosnia's president. Mr Alija Izet- 
begovic, to return to the talks on 
the republic's ethnic partition. 

For the second day Mr Izetbeg- 
ovic refused to attend the peace 
talks until Bosnian Serb forces 
withdrew from Mount Bjelasnica. 
a strategic peak southwest of 
Sarajevo. 

He also appeared to be waiting 
to see if Nato would launch air 
strikes on Bosnian Serb artillery 
laying siege to Sarajevo. A Nato 
council meeting in Brussels yes- 
terday morning approved a US 
plan to use air strikes to break 
the siege. 

Mr fzetbegovic yesterday wrote 
to the United Nations and Euro- 
pean Community appealing for 
urgent military help. 

Mr Reginald Bartholomew. US 
President Bill Clinton's peace 
envoy, returning from the Nato 
meeting, held talks with Bosnia's 


Mediators step up pressure on 
Izetbegovic to join negotiations 


Moslem president in a bid to dis- 
suade him from de railing the 
peace talks by holding out for 
western military' intervention 

In London. Mr Douglas Hurd, 
the UK foreign secretary*, also 
sought to step up the pressure on 
the Moslems by warning them 
that although Britain was pre- 
pared for military action, they 
should not stall the peace process 
by hoping for military aid. 

Bosnian Serb officials warned 
privately that if the Moslems boy- 
cotted the talks. Serbian and Cro- 
atian leaders would continue 
negotiations and exclude the 
Moslems from an agreement. 

The Moslem-led Bosnian dele- 
gation was plunged into deeper 
disarray when the three Croat 
members of Bosnia's collective 
leadership staged a walk-out in 
protest against a Moslem 
advance and attacks on Croat 
troops in Gornji Vafcuf. central 
Bosnia. 

Mr Tudjman. before leaving for 
Geneva, welcomed the Croatian 
protest. “I think it will introduce 
more seriousness to the negotia- 
tions and lead Izetbegovic to stop 
offensive operations and ethnic 


cleansing against Croats," he told 
journalists. 

In violation of a UN accord, Mr 
Tudjman said his troops would 
not withdraw from Maslenica 
bridge, which joins northern 
Croatia with its southern Dalma- 
tian coast until Serb forces 
handed over their heavy artillery. 

Mr Tudjman spoke after the 
pontoon bridge was partially sub- 
merged by Serb artillery fire 
when Croat troops failed to pull 
back from the region. 

The White House welcomed the 
Nato agreement and stressed that 
the threat of force was real. But 
as a sign of the diplomatic dis- 
agreements still dogging the 
allied plans. Mr Boutros Boutros 
Ghali. the UN Secretary General, 
again emphasised that only he 
could give the go-ahead for the 
air strikes. 

Mr Boutros Ghali is not expec- 
ted to take any initiative on the 
use of air power until he receives 
a specific recommendation from 
General Jean Cot. the French 
commander of UN forces in the 
Balkans. Hours after the Nato 
agreement. UN officials said no 
request had been received. 


Spain calls for three-year 
wage and dividend curbs 


By Peter Bruce In Madrid 


THE SPANISH government has 
asked unions and employers to 
accept a three-year incomes pol- 
icy that would freeze both wages 
and dividends to shareholders 
next year and only permit small 
rises in 1995 and 1996. 

The proposals are similar to an 
initiative rejected by the unions 
in 1991. but have added urgency 
as Spain's economy sinks further 
into recession and unemploy- 
ment hovers at a record 22.3 per 
cent 

The move has been received 
with equanimity by employers 
and some hostility by unions. 

It represents probably the most 
explicit effort by government to 
regulate incomes since Spain 
became a democracy in the late 
1970s. The government has told 
employers it wants companies 
involved in the agreement to 
maintain employment levels. 

In late-night talks in Madrid on 
Monday, the government also 


said it wanted to prevent senior 
corporate managers being 
awarded “armour-plated" con- 
tracts which would guarantee 
large pay-offs if they were fired. 
Negotiators said they would start 
removing these contracts in the 
public sector. 

The management contracts and 
firing freeze are aimed at soften- 
ing union suspicions. Union lead- 
ers said yesterday they were 
unhappy with a wages freeze and 
that they wanted concessions on 
social policy. 

Under the proposals, all wages 
and dividends would be frozen 
next year and would rise below 
inflation in 1995. Any increase in 
1996 would depend on the state of 
the economy. The CEOE, the 
main employers’ federation, said 
yesterday it had no fundamental 
objection to the proposals. Profits 
have been hit by the deepening 
recession. 

The public airing of the propos- 
als - one of the main elements of 
prime minister Felipe Gonzalez's 


efforts to manage the country's 
economic crisis following his re- 
eiection In June - coincided yes- 
terday with signs that the Bank 
of Spain has begun to test the 
currency markets for deeper 
interest rate cuts later in the 
year. 

Following the weekend widen- 
ing of fluctuation hands in the 
European exchange rate mecha- 
nism. the Bank yesterday cut its 
benchmark intervention rate half 
a point to 10.5 per cent. The 
peseta strengthened sharply 
against the D-Mark despite the 
cut. 

Madrid hopes the widening of 
the ERM bands will enable it to 
concentrate on putting urgent fis- 
cal and structural reforms in 
place. It wants the incomes 
agreement in place by the end of 
September and a much wider 
labour market reform - which 
could make it cheaper and easier 
to fire workers and liberalise 
closed professional tariff struc- 
tures - by January 1994. 


Italian 
court gives 
order over 
executives’ 
assets 


By Haig Simonian in Milan 


GM spurns V W chiefs peace initiative 


Continued from Page 1 


between the two groups as a war, 
designed to damage VW and the 
German motor industry. He 
would win, he said, and warned 
Elat and Peugeot that they could 
be the next targets. 

Opel had misused the public 
prosecutor’s office, the media and 


public opinion, he alleged. He 
claimed the US group was lead- 
ing a personal vendetta against 
Mr Lopez. 

Mr Lopez, just back from holi- 
day, is expected to be questioned 
soon by public prosecutors on 
suspicions of involvement in 
industrial espionage. 

A recently started investiga- 


tion of the spying suspicions by 
the US Justice Department has 
added a political dimension to 
the affair. 

VW. refusing to discuss 
demands for a retraction or 
details of contacts between Mr 
Smith and Mr Piech. said its 
chairman would reply to Mr 
Smith's letter. 


MONTEDISON, the Italian 
chemicals group deeply impli- 
cated in the country's spiralling 
political corruption scandal, has 
obtained permission from a Milan 
court to sequester up to LaOObn 
(5312m) in assets from each of six 
former top executives or their rel- 
atives. 

The temporary' order, made in 
advance of a formal hearing on 
August 16. is against former 
senior managers and members of 
the Ferruzzi family, which con- 
trols Montedison through the 
Ferruzzi Finanziaria (Ferfin) 
holding company. 

Ferfin is now run by new man- 
agers who were imposed by bank 
creditors to the heavily indebted 
group. The holding company said 
the court action had been taken 
after the disclosure by Milan 
magistrates of "various cases of 
mismanagement which have 
emerged from recent audits 
authorised by the new manage- 
ment and from the criminal 
investigations”. 

The company said the seques- 
tration, which also involves indi- 
rectly held assets such as bank 
accounts, was already under way. 
Ferfin warned that it might take 
further action against other man- 
agers or seek to raise the 
amounts being sequestered. 

The sequestration list includes 
the heirs of Mr Raul Gardini, the 
entrepreneur who shot himself 
last month. Mr Carlo Sama and 
Mr Arturo Ferruzzi. Mr Ferruzzi, 
Montedison's former chairman, is 
the son of Ferruzzi's founder, 
while Mr Gardini and Mr Sama 
are married to two of the found- 
er's daughters. Also on the list 
are Mr Giuseppe Garofano, Mr 
Roberto Magnani and Mr 
Romano Venturi, three former 
Ferruzzi executives. 

Mr Garofano and Mr Sama 
have been important sources for 
the Milan magistrates -who have 
been investigating alleged politi- 
cal corruption involving the for- 
mer Enimont chemicals joint 
venture between Montedison and 
the state-owned Enl energy and 
chemicals group. 

Their testimony, which has 
been widely leaked and is 
believed to be reliable, alleges 
that Ferruzzi and Montedison 
paid about L135bn in kickbacks 
to politicians between Eniraont’s 
creation in 1989 and its collapse a 
year later. Mr Garofano has also 
alleged other financial irregulari- 
ties at Ferruzzi and Montedison 
while it was being run by Mr 
Gardini. 

Ferfin's aggressive stance fol- 
lows the opening of a further 
legal front last Friday, when its 
new management began action 
against Eni over compensation 
claims linked to the winding up 
of Enimont. Eni, which bought 
out Montedison’s 40 per cent 
stake, is claiming about L800bn 
in damages to clean up former 
Montedison chemicals plants. 




Europe today 


Most of western Europe will continue to be 
slightly unsettled. The heaviest rain will fall in 
Ireland, western England and Norway. 
Elsewhere around the North Sea, northern 
France and Germany it will be dry with some 
sunshine. Afternoon temperatures will vary 
from 20C at the North Sea coast to 28C in 
north -eastern France. 

Warm air will remain over central and southern 
Europe. Where the warmth combines with 
cooler air to the north, thunder showers wifi 
develop from southern France over the Alps 
into Poland and the Baltic states. Some 
thunder showers are also likely over Finland. 
Sunny and warm conditions will persist around 
the Mediterranean. Dry. strong winds will 
continue over the Aegean sea. 


Five-day forecast 

High pressure arriving from the Atlantic high 
will bring dry and settled conditions to the 
Benelux countries. France. Germany and the 
southern UK towards the weekend. However, 
it will remain unsettled irt Scotland and 
Scandinavia. 

Southern Europe will continue to be warm and 
sunny. Very high temperatures are expected 
over Spain and Portugal during the next few 
days. 
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THE LEX COLUMN 


Capital returns 


National Westminster has long 
justified its low capital ratio with the 
argument that bad debt provisions 
would come down before loan demand 
began to accelerate. So far, that gam- 
ble has paid off, Lower bad debt provi- 
sions helped double first-half profits 
despite a £i59m charge for shedding 
retail business in France and Austra- 
lia. Unlike Lloyds. NatWest has gone 
to the trouble of having its first-half 
figures reviewed by its auditors. 
Under new EC rules, that allows 
retained interim profit to count as tier 
one capital With some judicious bal- 
ance sheet management as we 1L the 
tier one ratio has risen to 5.5 per cent 
from 5.2 at the end of 1992. 

In a period of weak loan demand 
when competitors such as Lloyds and 
Abbey National have too much capi- 
tal. there may be an argument for 
economising on capital to boost 
returns. Even so, NatWest has to draw 
a fine line between efficiency and 
safety. Its ratio would still look 
skimpy if loan demand did revive. 
Pressure on lending margins while the 
economy remains weak will slow the 
flow of retained profits needed to posi- 
tion the bank for recovery. 

Indeed, its interim figures reinforce 
the impression that operating profits 
in banking are hard to come by. At 
constant exchange rates, income 
before provisions grew by only 5 per 
cent. NatWest Markets put in an out- 
standing performance but its trading 
profits are not a guaranteed source of 
growth. It is hard to escape the conclu- 
sion that large banks cannot survive 
just by cutting costs and raising fees. 
Unfashionable though it sounds, they 
need interest income too. 


FT-SE Index: 2345.0 (+3.3) 


Polygram vs Philips Electronics 


Shara prices rebased 
180 
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about the only big independent label 
left around. Its catalogue of 30,000 
albums contains some compulsively 
foot-stomping hits. New artists such as 
Boyz n Men and Another Bad Creation 
suggest it also has growth potentiaL 
PoiyGram's 19 per cent Increase in 
interim profits testifies to its skill in 
exploiting such raw material. 

The deal again raises the vexed 
question of whether Philips should 
give its infant prodigy greater leeway 
by selling off more shares. But Poly- 
Gram's rights issue suggests it already 
has a fair degree of financial auton- 
omy, diluting Philips' bolding to 75 per 
cent. Even though it is strapped for 
cash, the Dutch giant is hardly going 
to be singing I Want Money when it 
reports its second-quarter results on 
Thursday. PolyGram is likely to 
remain the sunshine of its life. 


lead manager; co-lead managers 
receive a guaranteed but small share 
of the spoils to encourage them to 
acquiesce. Bat the system also fim fo 
their Incentive to work on behalf of 
the vendor. 

The UK sought to avoid this sort of 
result in the latest BT3 issue, Share 
allocations were supposedly deter- 
mined by an impartial formula. Even 
so, there was a tendency for buyers to 
designate S.G. Warburg as the recipi- 
ent rtf' their fees. Warburg thus walked 
off with around a third of the. total 
The lessqn for would-be rBBdc«. -fe 
clear they must watch the 
process carefully to ensure the sn&_ 
cate is giving than value for uuHiey. 
As for Warburg, it has dJsoovere&hjffjf 
successfully it can seH shares 
US. Perhaps it should shrike ottto&fe 
own there and undercut tfae-BUj 
domestic houses. 


British Goal 


PolyGram 

PolyGram is hardly buying Motown 
for a song. Even by the industry's 
funky standards, PolyGram is paying 
a lot for the black music label. The 
3301m consideration is almost five 
times the sum Motown fetched when 
it was sold in 1988. After subtracting 
the $50m value PolyGram is ascribing 
to the licensing and franchising activi- 
ties, the acquisition price works out at 
1.9 times its record sales. That may be 
similar to the multiple Thorn EMI 
paid for Virgin's music business. But 
then Thom was able to make signifi- 
cant savings by merging its marketing 
and distribution activities. No such 
benefits are available to PolyGram. 
which was already acting as Motown's 
distributor. 

Still. Motown has scarcity value as 


European privatisation 

It is a virtually foregone conclusion 
that the international reach of large 
US securities houses will bring them a 
prominent role in European privatisa- 
tion. The question is whether this will 
also mean the introduction to Europe 
of a US-style fee structure for new 
equity issues. US equity offerings typi- 
cally carry fees of 5 per cent or more 
compared with around 3 per cent cur- 
rently for European privatisations. 
Moreover, the oligopoly enjoyed by US 
lead managers allows them to take the 
lion’s share of the totaL 

Fair though US share allocation 
rules appear on paper, the lead man- 
ager has undisputed power aver the 
allocation process. Institutions which 
want to be sure of receiving shares 
may thus direct orders towards the 


The government’s haste to unload 
British Goal ts perhaps understaad- 
able, as the dock Is already ticking <» 
the corporation's cosy five-year con- 
tracts with the electricity generators. 
If private mine operators are to stand 
any chance of making money, they 
will need more than the fag end of 
current contract followed by an urn® 
tain market after .1998. Trade btsv&a 
will only be interested in packages tif 
pits which will repay their' eqsity 
investment before the contract 
expires^ 

Whether the government can defivw 
in short order is. however, another 
question. Knotty issues such as -Qw 
separation of environmental liahUfoeC 
responsibility for employees and 
changes to safety reguiatkn*3tai 
need a great deal 6T work, Whafcms 
the progress of the legislation, ft-bft 
not be possible to resolve all of thetei 
technical issues before the end of tint 

The underlying market for cod It 
also deteriorating, with the prospect 
for production after 1998 dim. Abofr 
tion of the franchise market In dek- 
trimty will increase uncertainty aril 
push the generators towards 
short-term coal purchases. .Gas. anil 
nuclear output will also squeeze coaFs 
share of foe base load market, while 
environmental legislation may make 
ageing coal stations uneconomic. 
Against thte, it may be very difficult 
to sweeten British Coal sufficiently to 
attract outright buyers. Leasing pits to 
operators might prove simpler, evexrit 
it does not finally rid the govenunmt 
of the shadow of Old King CoaL 
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Lehman Brothers 


t 


The Tradition Continues . 


■ ‘ v - - - 


With effect from August 2nd, 1993 , the trading name of Shearstm Lehman Brothers Inc. has been' ; 
changed to Lehman Brothers Inc. /allowing the sale of certam of its retail brokerage and asset;. :Y;\ 
management operations in the U.S. to Smith Barney, Harris Upham & Co. Incorporated. Busmes& ^l ’ 
outside the U.S.. both institutional and private, is unaffected by this transaction. 




Since its/oundotion in 1850, Lehman Brothers has established leadership as a global securities 
by providing the highest quality products and services. Today we are not only one of the top . 

,m deruT7ters of global debr and equity, but also one of the top three advisors an global 
transactions. Our success comes from meeting the needs of our corporate ; governmental ^ 
institutional and private clients world-wide . 
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Canadian Pacific 

Hit by write-down 

«*y 9™p!*Ktert£5 S«Wi l !SSr ,i ' 
ontf-quarter profit of ”®??P 0inan 9 sec- 


s. s. . sess* tst ^ 

managmem 

flnnfy in the black for the fii^fSfJRaqe ^ iraina ^ 


CaHiitg planet earth 



23JT k ^lSH^SL privatft 8ector aerospace 
project -' called Iridium - has secured the first 

2*0J. m 5'S nc,r, 9 f «- Its $3.4bn satellite-based '■ 
p**®! te * e P hone network. Iridium wfll 

sstelHea and Moto- 
Tnobfle tele- 
phones tor the network. Page 14 


VW may not break even 

Volkswagen's group chairman, Ferdinand Pifich, 
has moderated recent claims that the car group 
would broak even or possibly show a profit this 
yew after heavy losses to the first half. Volkswagen 
wfll not reach its break-even target if turnover fa Is 
by more than 5 per oert. Mr Ptech said yesterday. 
Page 15 - 


UK power group’s bond foray . 

National Power, the UK's largest electricity genera- 
tor* has embarked on a progamme of Jntemafioriet i 
expansion as its domination of the UK market 4 .‘ 
dwindles. Yesterday It made Its first foray into the 
sterling convertible bond market with a £2SQkn .«■' *= 
offering. Page 15 


Quarry group restate* Its tasa&m- 

A- review of accounting pofcfes M Starnwi Group, 
the UK quarry products company, bag tewpatsd:-. ' 
fhatfuS-year tosses were understated by mffons of 
pounds. The review, carffeicl.out by accouUaiMs 
6nst & Young, was announced in Afiy wbeo tt» 
two Abdullah brothers, who had controlled Hip . 
company since 1089. 

P»S®17 ■ . . ■ . *?■ 



Yorfc*fci«j 

Voritshfai ChornKstt. <g wot cw s a to S topa 
mtog^ka race away tear its. stane-ysstoakv attar 
fears about the extent of fts tfowrtum to Europe. 
The company dampened afwculaHqft by Mcteattng. 
i that it was expecting at toast' a '20 per cent > • 

; increase to profits this '.year. Page 10 

j ■ *• 

i Room for Indian iteof wqnadoH 

! The Indian steel market eOw^wotoBeot tong-tertn 
i growth potentiaT, accortfingto a report . by Lehman 
! Brothers in London. There Is a widespecbum of 
I investment opporturtibes, vAfotwo^dtaBRrpubBcty- 
! listed steel companies. Back Page. 
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bank 


to sell holdings 
after 77% leap 


By Ian Rodger In Vienna 


CREDIT ANSTALT-Bankvereln, 
Austria's second largest bank, 
has achieved a substantial recov- 
ery in profits in the first half and 
plans to sell off most of its indus- 
trial holdings. 

In last year’s group balance 
sheet, its investment portfolio 
was valued at Sch24.3bn 
($2.Q2bn). 

Mr Guido Schmidt-Chiari. 
chairman, said the 77 per cent 
Jump in first-half pretax profits 
to Sch23bn was mainly due to 
good trading results, cost cutting 
and an exceptionally weak first 
half of last year. He promised at 
least a partial restoration of the 
bank’s annual dividend after last 
year’s 80 per cent cut 

The bank, which was the sub- 
ject of an unfriendly takeover bid 
last sprmg, hoped that at least 
some of the Austrian, govern- 
ment’s controlling shareholding 
.could soon be placed with institu- 
tional investors. 



Scfrtnjdt-Qiiarf: restore dividend 


Creditanstalt shares have been 
among the strongest and most 
active on the Vienna bourse this 
year. 

The chairman said that follow- 
ing the sell-off of industrial hold- 
ings. the bank would retain only 
minority stakes of strategic 
value. 

Mr Peter Szopo, head of equity 
research at GiroCredit Bank in 
Vienna, estimated that the 
unstated surplus value in Credi- 
tanstalt's industrial portfolio was 
about Sch-lbn. He suspected that 
the disposals would take at least 
five years, with some sales rais- 
ing concern about foreign partici- 
pation. 

At the end of 1992. Creditan- 
stalt held, among other things, 
74.3 per cent of Semperit, the 
tyremaker; 71.2 per cent of Steyr- 
Daimler-Puch, the motor group; 
T2£ per cent of Treibacher Chem- 
ische Werke; 63.8 per cent of Uni- 
versale-Bau, the construction 
group; and 59.4 per cent of Wie- 
nerberger Baustoffindustrie, the 
building materials group. 

The bank said its net interest 
and fee income grew only 8 per 
cent in the first half to Sch5.6bn 
as the marg in on schilling busi- 
ness was by and large 
unchanged. However, operating 
expenses grew only 1.1 per cent 
to Sch4_4bn. 

Mr Schmidt-Chiari was confi- 
dent that the operating result for 
the year would be considerably 
higher, thanks to the rise on the 
stock market and improving 
interest spreads. 

He cautioned that provisions 
for bad loans, while notably 
lower than last year’s Sch5.66bn, 
would weigh on performance. 

The bank said the dividend for 
1998 could be increased from last 
year's 6 per cent 



gains as 



recovery 
relieves bad debt 


By John Gapper, Banking Editor 


NATIONAL Westminster Bank 
yesterday disclosed a sharp fall 
in provisions against bad and 
doubtful debts in the first half of 
the year as the recovery in the 
eeonomy started to relieve bad 
debt in the south of England. 

NatWesfs bad debt provisions 
of £641m were 28 per cent down 
on the £828m charged in the 
same period last year, and 36 per 
cent down on the £995m provi- 
sion in the second half. New pro- 
visions fell by the largest per- 
centage In the south. 

The hank’s pre-tax profits rose 
to £42 lm, against £21im, despite 
making an exceptional £l59m 
provision against its decision to 
poll out of retail banking in 
France and Australia. It expects 
to recover little of a £135m 
investment in France. 

the most profitable sector was 
NatWest’s corporate banking 
and securities arm NatWest Mar- 
kets. It made pre-tax profits of 
V9jcftn r up from £141m, helped 
by dealing profits of £246m. 
These were boosted by currency 
trading in volatile conditions. 

The UK retail branch business 
returned to a profit of £69m, 
compared with a £74m loss, as 
provisions fell from £609m to 
£442m. But branch banking 
profit before provisions slipped 
to £51Im. against £535m. 

Lord Alexander, chairman, 
aa ki the recession had dominated 
results for three years, but the 


economic background was now 
‘improving, albeit modestly and 

patchil y” 

The bank raised its interim 
dividend by 4.5 per cent to 6.4p 
after earnings per share went up 
from 8p to 12p. 

Mr Derek Wanless, chief execu- 
tive, said there had been a lack 
of demand for all forms of lend- 
ing except mortgages. Lending in 
the branch network fell by 
£2.1bn, although UK mortgages 
rose by £L2bn to £10.2bn. 

The bank’s net interest margin 
on loans fell from 3J2 to 2A per 
cent because it took on lower 
margin assets in treasury 
operations. The fan in base rates 
narrowed the gap between vari- 
able rate lending and retail 
savings. 

Non-interest income rose by 14 
per cent to £1.6bn. taking it to 46 
per cent of total operating 
income of £3.45bn, against 
£3.17bn. 

The bank’s new life insurance 
subsidiary NatWest life contrib- 
uted £21m to profits, while the 
mortgage operation National 
Westminster Home Loans 
increased pre-tax profits from 
£28m to £59m. 

The bank’s ratio of core tier l 
capital to risk- weighted assets 
stayed at 5.5 per cent, although 
it rose from 5J2 per cent at the 
end of 1992 helped by a $250m 
preference share issue and a 
£1.4bn fall in risk-weighted 


Michael Skapinker and Ronald van de Krol explain the warm 
market reception for PolyGram's purchase of Motown 


Lex, Page 14; Details, Page 16 


T o anyone over 30. Poly- 
Gram’s artists roster con- 
tains some strange and 
bewildering talents, including 
Chaka Demus and Pliers, the Gin 
Blossoms. Boy Krazy and Posi- 
tive K. 

The $30lm purchase of 
Motown, the label which nur- 
tured such names as Stevie Won- 
der, Diana Ross and the Jackson 
Five, therefore comes as some- 
thing of a relief. 

The markets thought so too. 
Following yesterday's announce- 
ment of the purchase, Poly- 
Gram’s shares rose 6.4 per cent 
on the Amsterdam stock 
exchange to close at FI 59.50. Phil- 
ips, the Dutch electronics group 
which owns Dearly 80 per cent of 
PolyGram, gained 4.8 per cent to 
FI 32.60. 

PolyGram’s 19 per cent rise in 
first-half net profits to FI 204m 
($106m> also received a warm 
welcome. Mr Hendrik Hijink, an 
analyst at Kempen & Co in 
Amsterdam, said: “A profit rise 
of nearly 20 per cent, particularly 
in difficolt economic times, is 
fantastic." 

The Motown acquisition is to 
be firnded by the issue of 10m 
□ew PolyGram shares, valued at 
FI 595m at yesterday's close. The 
cash-strapped Philips will not 
take up any of the shares, result- 
ing In its stake falling from 79.4 
per cent to 75 per cent. 

The Motown purchase is part 
of a pattern of consolidation in 
the music industry, which has 
seen the disappearance of almost 
all the best-known independent 
labels into the industry's multi- 
nationals. PolyGram bought 
Island Records in 1989 and A&M 
Records In 1990. Geffen, a US 
label, was acquired by MCA in 
1990. Thorn EMI, the UK-based 
group, bought Mr Richard Bran- 
son's Virgin Music last year. 

PolyGram has expanded furi- 
ously through acquisition over 
the past few yrars but Mr Alain 
Levy, chief executive, does not 
think there are any substantial 
music industry purchases still 
available. Apart from the Island 
and A&M purchases, the group 
bought a 30 per cent stake in Mr 
Andrew Lloyd Webber’s Really 
Useful Holdings in 1991. 

PolyGram has also made film 
industry acquisitions, including 
Propaganda Films, makers of In 
Bed xcith Madonna, and Working 
Title, which made My Beautiful 
Launderette. Mr Levy sees no 
immediate prospect of other film 
purchases. 

Most of the independent record 
labels accept that the large 
groups, with worldwide distribu- 
tion networks, can give their art- 
ists better exposure. Mr Berry 
Gordy, who founded Motown In 
Detroit in 1959. said yesterday: 
“The recorded music and enter- 
tainment industries - and the 
world for that matter - are 
changing rapidly. Motown is ide- 
ally positioned to lead the multi- 
cultural, multimedia revolution 
that is under way." 

Most of the hopes for a multi- 
media revolution, in which con- 
sumers enjoy their music 
through a mixture of sound, pic- 
tures and screen-based text, still 
lie in the distant future as there 
are few signs so far that consum- 
ers will be prepared to Invest in 
the necessary gadgetry. A more 
immediate prospect is that Poly- 
Gram will exploit Motown's 
extensive back catalogue and 
license its name to merchandise 
manufacturers. 

Mr L6vy says the share issue 
necessary to fund the deal, will, 
by reducing Philips’ stake, give 
PolyGram's shares greater liquid- 
ity and widen its shareholder 
base. These perceived advantages 
could also be seen as arguments 
for reducing Philips’ stake still 
further, but Mr Levy said yester- 
day this would not happen for at 
least a year. 

Philips was also quick to dis- 
miss speculation that it might 
sell a larger stake in PolyGram. 
which it brought to the Amster- 
dam and New York stock 
exchanges in 1989. Mr Jan Tim- 
mer. Philips' chairman, has 


BT to protest at Alcatel’s 
purchase of undersea cables 


By Andrew Adonis In London 


BRITISH Telecommunications 
intends to lodge strong objections 
to Northern Telecom's sale of 
STC Submarine Systems to 
Alcatel, the French telecommuni- 
cations equipment supplier. 

BT believes the sale of STC 
Submarine Systems will reduce 
competition in the undersea 
cable market 

BT is also concerned that the 
disposal could make it unduly 
reliant on AT&T, the largest 
North American operator and 
equipment supplier. 

As an international operator. 
AT&T is in increasingly fierce 
competition with BT. AT&T's 


manufacturing arm is one of only 
four leading suppliers of 
long-distance undersea cables: if 
the sale goes ahead, it will be one 
of only three. 

As yet, the UK’s Department of 
Trade and Industry has only con- 
sulted BT Informally. It is await- 
ing a decision from the European 
Commission’s competition direc- 
torate tm whether the £600m sale 
falls within EC or UK merger 
rules. 

Either way, BT will oppose the 
deal on competition grounds. Mr 
Brian Rigby, BT’s procurement 
director, said: “Because of the 
developmental work necessary, 
buying cables means revealing 
more about forward intentions 


than we would like to give com- 
petitors." 

STC estimates that it secured 
23 per cent of the $l0.2bn 
long-distance undersea cable 
market between 1985 and the end 
of last year. With an estimated 37 
per cent, AT&T was the market 
leader. Alcatel is believed to have 
taken 19 per cent and NEC and 
Fujitsu of Japan 18 per cent 
between them. 

BT is concerned about the 
impact on prices if AT&T and 
Alcatel dominate the market The 
company always seeks competi- 
tive bids for undersea cable con- 
tracts, and faces growing price 
competition for its international 
traffic. 


Welcome note heard 
through the grapevine 



pointed out that PolyGram is one 
of its most successful businesses, 
generating a stream of profits 
and dividends, and that he has 
no desire to forgo future profits. 

Philips said yesterday a slight 
dilution of its stake was accept- 
able because it enabled Poly- 
Gram to seize a rare opportunity 
to buy one of the world’s best- 
known labels. "We very much 
welcome this deal." 

Divestments by Philips over 
the past three years or its mini- 
computer. defence electronics 
and telecommunications cables 
businesses have involved the sale 
of lass-making or barely profit- 
able operations. Mr Hijink said: 
“There is clearly synergy 
between Philips and PolyGram. 
unlike the other businesses Phil- 
ips has sold." 

Analysts believe Philips will 
remain keen to hold on to a large 
majority stake in PolyGram. a 
profit earner for Contributing to 
Philips' consumer products divi- 
sion, PolyGram represents the 
more lucrative “software" side of 
the consumer electronics indus- 
try - compensating for losses in 


Big names lift income 
19% in first half 


POLYGRAM shrugged off the 
Enropean recession and raised 
net income by 19 per cent to 
FI 204m (SI07m) in the first half 
of 1993. writes Michael Skapin- 
ker. 

Profits were lifted by the Sting 
album. Ten Snmmoner’s Tales, 
which sold more than 3m copies 
in the first half. Mr Alain Levy, 
chief executive, said an increase 
in the group’s continental Euro- 
pean market share had mitigated 
the effects of the recession. Sales 
were strong in Asia Pacific but 
the group suffered a small 
decline in North American mar- 
ket share. 

The recession and strong price 
competition resulted in a slight 
fall in classical music sales. 

Overall, sales rose 6 per cent to 
FI 3.2bn. Income from operations 


was up 18 per cent to FI 319m. 
Net income per share rose 19 per 
cent to FI 1.20. 

Mr Levy said the group had a 
strong release schedule for the 
second half, with new albums 
from Eltou John, U2, Lionel Ric- 
hie and Stevie Wonder. 

PolyGram will be releasing the 
cast recording of Mr Andrew 
Lloyd Webber’s London musical 
Sunset Boulevard. PolyGram has 
a 30 per cent stake in Mr Lloyd 
Webber’s Really Useful Holdings. 

Last May, Gramercy Pictures, 
the group’s film distribution 
joint venture in North America, 
released its first movie. Posse. 
The film, which was produced by 
PolyGram’s Working Title film 
subsidiary, has grossed more 
than Sl8m to date and opens in 
the UK in the autumn. 


compact disc players, televisions 



POLYGRAM 



PolyGram is also helping to 
promote the digital compact cas- 
sette (DCC), which Philips 

Net income: 

(figures in FI m) 

Income by geographic source (?&) 

1992 1991 

1988: 

262 

Europe : 

71 

75 

invented to replace conventional 

1989: 

333 

US/Canada: 

7 

2 

music tapes and compete with 

1990: 

357 

Asia: 

21 

19 

the rival Mini Disc system pro- 
duced by Sony of Japan. 

1991: 

1992: 

446 

506 

Other 

1 

4 
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TENDER ANNOUNCEMENT 


CAIRO SHERATON HOTEL, 
TOWERS & CASINO 


In the context of the Egyptian Government privatisation programme, 
the Egyptian General Company for Tourism and Hotels (“EGOTH") 
announces the sale and commencement of formal tendering for the 
Cairo Sheraton Hotel, Towers & Casino, a 9-roya! suite, 104-suite 
and 547-room five-star hotel located in central Cairo. 

An Information Memorandum describing the Hotel and a separate 
Bid Document may be obtained from Misr Iran Development Bank 
(“MIDB”), the exclusive financial advisor to EGOTH. Requests for 
either of these documents must include a brief description of the 
areas of activity of the interested bidder. Written requests should be 
sent to Misr Iran Development Bank, attention Dr. Al-Motaz 
Mansour, Managing Director. 


Bids will be due on October 4, 1993. 


Financial Advisor 


Misr Iran Development Bank 

The Nile Tower 

21 Giza Street, P.O. Box 219 

Orman 12612 

Giza, Egypt 

Fax: (20-2)570-1185 

Tel: (20-2) 570-3459 


MIDB'is Financial Co-Advisor 

Salomon Brothers International Limited 
Victoria Plaza 

111 Buckingham Palace Road 
London SW1W0SB 
England 

Fax: (44-71) 731-7994 
Tel: (44-71) 721-2000 
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This atnmuncemeiil is neither an offer to sell nor a solicitation of an offer to buy any 
of these securities. The offering is made only by the Prospectus. 


New Issue 


July 1993 


4 S 500,000 Shares 


JE Thermo Electron 


Common Stock 


Price $57.00 Per Share 


1)500,000 Shares 

NatWest Securities Limited 

Lehman Brothers International 

Cazenove & Co. 


Daiwa Europe Limited 
Credit Lyonnais Securities 
Lazard Brothers & Co., Limited 


Nomura International 


Deutsche Bank 

Aktiengesellschalc 


Robert Fleming & Co. Limited 

This tranche is being offered outside the United States. 


Dresdner Bank 

Akricngescllschan 

Lombard Odier International Underwriters S.A. 

UBS Limited 


3,000,000 Shares 
Lehman Brothers 

NatWest Securities Limited 


Bear, Stearns & Co. Inc. 

Cowen & Company 
Goldman, Sachs & Co. 

Merrill Lynch & Co. 

Nomura Securities International, Inc. 
PaineWebber Incorporated 
Robertson, Stephens & Company 
Smith Barney, Harris Upham & Co. 

Incorporated 


The First Boston Corporation 
Daiwa Securities America Inc. 


Hambrecht & Quist 

Incorporated 

Montgomery Securities 


Alex. Brown 6 Sons 

Inc o rpo ra ted 

Donaldson, Lufkin & Jenrette 

Securities Corporation 


First Albany Corporation 
Adams, Harkness & Hill, Inc. 

Cleary Gull Reiland & McDevitt Inc. 
.Fechtor, Detwiler & Co., Inc. 

Kirkpatrick, Pettis, Smith, Polian Inc. 

Needham & Company, Inc. 

Raymond James & Associates, Inc. 
H.G. Wellington & Co. Inc. 


Kidder, Peabody & Co. 

Incorporated 

Morgan Stanley & Co. 

In corpora tea 

Oppenheimer & Co., Inc. 
Prudential Securities Incorporated 
Salomon Brothers Inc 

UBS Securities Inc. Dean Witter Reynolds Inc. 

Josephtbal Lyon & Ross C. J. Lawrence Inc. 

Incorporated 

Brean Murray, Foster Securities Inc. 
Crowell, Weedon & Co. Fahnestock & Co. Inc. 


Robert W. Baird & Co. 

Incorporated 


Furman Selz 

Incorporated 


Gilford Securities 

Incorporated 

Legg Mason Wood W alker 

Incorporated 

RAS Securities Corp. 
The Robinson-Humphrey Company, Inc. 


77i« tranche is being offered in the United Slates. 


Wheat First Batcher & Singer 

Capital Markets 


Notice to the WARRANTHOLDERS of 

TOMOKU CO., LTD. 

(the “Company"! 

Bearer Warrants to subscribe for shares of 
common stock of the Company 
Issued in conjunction with 
U.S. $70,000,000 

2% per cent. Guaranteed Notes due 1996 

“Adjustment of Subscription Price" 

NOTICE IS HEREBY GIVEN pursuant to Condition 
7 of the Tterms and Conditions of the Warrants that as a 
result of the issuance of Yen 10,000,000,000 l 7 iu per 
cent convertible bonds due 2000 by the Company on 
2nd August, 1993 with the initial conversion price per 
share of Yen 759.00 determined on 23rd July, 1993. 
being less than the current market price per share of 
Yen 774.40 as at the date of such determination, the 
Company has adjusted the Subscription Price of the 
above-captioned Warrants as follows: 

1. Subscription Price before adjustment: Yen 546.00 

2. Subscription Price after adjustment: Yen 544.40 

3. Effective date of the adjustment: 3rd August, 1993 

(Japan time). 

TOMOKU CO., LTD. 

2-2, Maranouchi 2-chome, 

Chiyoda-ku, Tokyo 102. Japan 

Date: August 4, 1993 


CAISSE FRANCAISE OE DEVELOP PEMENT 
US$1 00.000,000 FLOATING RATE NOTES DUE 3003 
Notion b horeby grvan that the Rom of briemt for the period August 4, 
1993 Id February 4, 1994 has been fixed at 5.125% and thaJ the interest 
payable on tho relevant Interest Payment Date, February 4, 1994 against 
Coupon Me. 2 in respect of US$5,000 nominal of mo Notes will be 
USS 1 30.97, and in respect of US$100,000 nominal of the Notes wifl bo 

US$2A19A4. 


August 4, 1993 

By: CMbonlr. HA» {Issuer Services), Agent Btmk 


CmBAN«> 


USS200.000.iXW 
Floating rate depository 
receipts 1998 issued by 

I The Law Debenture Trust 
Corporation pic evidencing 
, entitlement to payment of 
i principal and interest on 
deposits with 

' Caripiixassa di RJsparlmo 
■ Delle Provincle Lombards 
S.p.A. London Branch 

Aoftce is hereby given that the 
receipts will bear interest u! 

per annum from 
•/ August 1 1)93 to -1 November 
1993 Interest payable on 
•I November 1993 will amount 
to USS94.24 per USSIO.OtX) 
and USS942.36 per USSIOO.OiXj 
receipts 

Agent: Morgan Guaranty 
Trust Company 

JP Morgan 


Landes — 
Kredftbank 



Baden 


Wurttemberg 
Lan deskred it ban k 
Baden-Wurttemberg 

USS200.000.000 
Subordinated floating rate 
notes due 2003 
Notice is hereby given that the 
notes will bear interest at 5.25’i< 
per annum from 4 August 1993 
to I February 1993. Interest 
payable on 4 February 199-1 
will amount to USS26.S3 per 
VSSl.W. I note and VSS26&.33 
per USS 10.000 note and 
USS2.6b3.33 per LSSliJO.OOO 
note 

Agent: Morgan Guaranty 
Trust Company 

.JP Morgan 



INTERNATIONAL COMPANIES AND FINANCE 

Write-down hurts Canadian Pacific 


By Robert Gibbons 
In Montreal 

CANADIAN Pacific, the 
transport, resource and prop- 
erty group, yesterday reported 
disappointing second-quarter 
results, but remained firmly in 
the black for the first half. 

Its second quarter was hurt 
by its share of a US5120m 
write-down by Laidlaw, the 
waste management affiliate, 
and by slow recovery In the 
rail, road and sea transport 
units. 

These factors were largely 
offset by 87 per cent-owned 
PanCanadian Petroleum, the 
oil and natural gas producer. 


which doubled Us profit in the 
first half with gains in output 

Its first-half contribution to 
CP was C$IG0m (USS125m). or 
twice that of the transport 
units, compared with $38 .3m in 
the first half of 1992. 

CP's second-quarter profit 
was C$1 2m, or 3 cents a share, 
after a 5 cents write-down for 
Laidlaw, while total operating 
Income before interest, taxes 
and minority interests was 
C519lm, against C$151.6m. This 
excludes the Laidlaw right- 
down. 

Net income was C$2 Lm, or 6 
cents, a year earlier. 

Six months' net profit was 
C$33.7m, or 10 cents, against a 


loss of CS18.7m, or 6 cents, on 
total revenue of C$4hs. down 
from C$4-8bn, due to de-consol- 
idation of CP’s interests in Uni- 
tel, the telecommunications 
group, and United Dominion, a 
US industrial products group. 
Excluding this factor, revenues 

were up C$21 3m. 

Operating Income was 
CS5285.2m against CS213 hl 
• CP Rail’s contribution 
declined because of lower coal 
and grain shipments in the 
first quarter. However, grain 
recovered sharply in the 
second quarter, as did coal 
and potash. CP Ships gained 
from stronger container traffic 
and better rates and CP 


Tracks reduced its losses. 

• Pan Canadian benefited 
from two years of heavy Invest- 
ment. It expects higher ship- 
ment of ofl and gas in the sec- 
ond half, offsetting lower oil 
prices. 

• Fording Coal gained from 
higher s h ip ments and selling 
prices and a lower dollar, CP 
Forest reduced Its losses with 
stronger markets for wood 
products and newsprint. 

• Marathon Realty was 
sharply lower because of lower 
land sales and higher vacancy 
rates in office buildings and 
shopping centres. CP Hotels 
improved with better occu- 
pancy and room rates. 


Cash triggers Iridium countdown 

Motorola’s satellite project has taken the lead, writes Daniel Green 


C OMPANIES from three 
continents this week 
threw their weight and 
credibility behind the world's 
biggest private-sector aero- 
space project 

They have invested SlOOm in 
cash and promised another 
$700m as the first stage in fin- 
ancing Iridium, a 53.4bn satel- 
lite-based global mobile tele- 
phone network. 

Another five consortia have 
planned similar schemes since 
the late 1980s. This, however, is 
the first time hard cash baa 
replaced mere blueprints. 

Motorola, the originator of 
Iridium, has a clear lead over 
competitors, including US aero- 
space companies Loral, TRW 
and Fairchild; France's Matra, 
Aerospatiale and Alcatel; Deut- 
sche Aerospace; Matra-Mar- 
coni, the Anglo-French joint 
venture; Italy's ALenia; and 
Inmarsat, the 69-member Inter- 
national co-operative that oper- 
ates satellites for mobile com- 
munications. 

Motorola's success promises 
to trigger a race between the 
contenders to establish infra- 
structures. Not only are there 
limits to the world's satellite 
launching capacity, but the 
size of the market may mean 
there is room for just two com- 
petitors. 

Each of the rival projects is 
breathtaking in scale. Iridium, 
for example, plans to launch 66 
small telecommunications sat- 
ellites in the two years 
between 1996 and 1998. The 
rockets will be launched from 
the US on the McDonnell Doug- 
las Delta rocket, bom Russia 


MOTOROLA remains the largest single shareholder in Iridium 
with a 34 per cent stake, writes Daniel Green. 

Other American investors are: BCE Mobile, an offshoot of BCE, 
Canada’s biggest telecommunications group; Muidiri Invest- 
ments BVL a consortium of private investors based in Vene- 
zuela; Raytheon, the US aerospace and electronics company; and 
Sprint, tiie US telecommunications operator. 

In Europe and the Middle Bast, investors include: The 
Hawarid Group, a Saudi Arabian investment house; Khrzznichev 
Enterprise, the Russian maker of the Proton rocket; and Stet, the 
state-controlled holding company for Italy's telecommunications 
businesses. 

The Japanese investor is Nippon Iridium Corporation, a con- 
sortium of 18 Japanese companies led by telecommunications 
operator Daini Deaden, and electronics manufacturer Kyocera. 
The consortium includes Sony, Mitsubishi and Mitsui. 

There is also backing from China Great Wall Industry, which 
makes the Long March satellite launchers: Taiwan’s Pacific 
Electric Wire and Cable, a telecommunications equipment- 
maker; and Thailand’s United Communications Industry. 


on the Proton Rocket, and 
China on the Long March. 

The network will cany tele- 
phone calls, fax messages, pag- 
ing, facsimile, computer data 
and radio-determination satel- 
lite services (RDSS). which 
locate telephones by latitude 
and longitude. 

Iridium hopes to attract L5m 
customers - between 1.5 and 2 
per cent of the number of cellu- 
lar telephone users - by the 
end of the century. 

Each customer win have to 
buy one of two types of tele- 
phone. The first will work only 
with Iridium, and the second 
will work with both Iridium 
and the buyer's own local 
mobile telephone network. 

Mr John Mitchell, a vice- 
chairman of Motorola, said 
these would sell at about 40 per 
cent more than ordinary cellu- 
lar telephone handsets. 


Motorola's business plan 
specifies charges of about $3 a 
minute. Although this is more 
expansive than ordinary cellu- 
lar telephones now, they are 

rhflflpor than the $10 a minute 

charged for satellite calls made 
from aircraft 

Pricing is a crucial issue. 
“Our service should be cheaper 
and with a service quality as 
good as, or superior, to that 
proposed by Iridium," said Mr 
Jai Singh, executive vice-presi- 
dent at London-based Inmar- 
sat, which hopes to have its 
scheme financed after Febru- 
ary 1994. 

Although any service Inmar- 
sat established would be simi- 
lar to Iridium's on paper, cus- 
tomers are likely to notice 
significant differences because 
of the way the infrastructures 
are built 

Motorola has designed a net 


work based on 66 small satel- 
lites orbiting not Ear above the 
earth's surface. Inmarsat, on 
the other band , abandoned the 
principle of a low-earth orbit 
(Leo) network just last week in 
favour of fewer satellites 
placed in higher orbits. 

As a result Inmarsat's tele- 
phones may have to be larger 
to transmit their messages fur- 
ther. Or it could use tested 
technologies, which It says 
need only Sibn to set up. 

Motorola is taking a risk by 
breaking new ground in its 
design. Moreover, a network of 
66 satellites will be inherently 
more complicated than one 
with fewer, such as Inmarsat's. 
Two further obstacles remain 
for Motorola: money and gov- 
ernment approval. 

This week’s $800m tranche 
will be followed within two 
years by another of almost 
equal size. The remaining 60 
per cent of the money needed 
will come from the debt mar- 
ket, says Goldman Sachs, 
Motorola's adviser. 

Regulatory problems remain 
less clear. Motorola only has 
experimental approval from 
the US Federal Communica- 
tions Commission, while a 
European Commission report 
on Leo satellite networks in 
December 1992 said it would 
take at least another five years 
to answer regulatory and other 
questions. 

Hard bpacte in the interna- 
tional debt markets are likely 
to want to see regulatory 
approval from both sides of the 
Atlantic before happily hand- 
ing over almost J2bn. 


Bear Stearns posts record year 


By Patrick Harverson 
In New York 

BEAR STEARNS, the Wall 
Street securities house, yester- 
day announced a 58 per cent 
increase in fiscal fourth-quar- 
ter profits to 5124.8m, or 51.07 a 
share. 

The strong final quarter took 
the firm's full-year earnings to 
a record S362.4m, well up on 
the 8294.6m reported for the 
previous 12 months. Bear 
Stearns' revenues in the fourth 
quarter, excluding Interest 
expense, were 5681.7m, and for 
the year S2.1bn. 

Bear Stearns said Its record 
quarter and year reflected sig- 
nificant increases in revenues 
in most of its main business 


lines, echoing the performance 
of other Wall Street firms. It 
also reaped record profits in 
the wake of strong investor 
demand for equities and a 
booming stock and bond 
underwriting business. 

Revenues from principal 
transactions - the trading of 
securities for the firm's own 
account - rocketed to 5362m In 
the quarter, from 5248m a year 
ago. The large Increase was 
primarily derived from high 
levels of activity in the trading 
of fixed-income instruments . 

Investment banking, Bear 
Steams’ second-largest reve- 
nue-earner behind interest and 
dividend income, brought in 
5236m between April and June, 
well ahead of the 590m a year 


ago. Commission revenues, 
meanwhile, advanced 31 per 
cent to 5118m, due partly to a 
strong performance from the 
firm's correspondent clearing 
and private client services 
divisions. 

Total non-interest expenses 
were also up sharply, rising 38 
per cent to 5470m, an increase 
that was in line with the 
growth in business activity. 

News of the record quarter 
and year felled to lift the share 
price, which edged 5% lower to 
824% before the close In New 
York. The stock had opened 
close to Us all-time high, end 
the modest decline was attrib- 
utable to profit-taking, rather 
than disappointment in the 
firm's earnings 


Keppel lifts 
pre-tax profits 
11% midway 

By Kieran Cooke 
in Kuala Lumpur 

KEPPEL. the diversified 
conglomerate controlled by the 
Singapore government, lifted 
pre-tax profits to S$l45.8m 
(US$91m) for the six months to 
June 30 1993. The result was an 
an U per cent rise compared 
with the year-ago figure. 

Turnover was down 2.4 per 
cent to S5723.7m from 
SS746.6m. 

Keppel’s core shipbuilding 
and repair business in Singa- 
pore suffered from a generally 
weak global market Improved 
revenues have come from non- 
shipping activities and the 
group’s rapidly-expanding 
overseas interests. 

Offshore ship and rig build- 
ing activities improved. 


Falling prices deepen 
Kaiser Aluminum loss 


By Richard Waters 
In New York 

FALLING aluminium prices 
and lower output drove Kaiser 
Aluminum deeper into the red 
in the second quarter. Net loss 
per share on ordinary 
operations rose to 34 cento 
from 29 cents in the first three 
months. 

“The continued weakness of 
market prices for most all alu- 
minium products”, was partly 
to blame for a fall in turnover, 
to 5432.2m from 5490.9m a year 
ago. Mr Stephens Hutchcraft 
chai r man, said . Turnover for 
the first half was down to 
5874.8m from 5954.6m. 

The company suffered a net 
loss of 519.4m, compared with a 
deficit (before an extraordinary 
charge and accounting 


changes) of $16.6m in the first 
three months. Year-ago net 
income totalled 512m, or 21 
cents. The net loss of $36m in 
the first half compared with a 
net profit of 520.4m. 

Aluminium prices averaged 
51 cents a pound in the second 
quarter. 8 cents lower than in 
the same period in 1992. 

The company has not 
brought bade to full capacity 
two plants in the north-west, 
partly as a result of lower 
prices. 

The timing of shipments also 
reduced the volumes of alu- 
minium and other products 
sent to customers during the 
quarter. Shipments of primary 
and fabricated aluminium 
products were 149,100 tonnes 
during the period, down from 
177,200 a year ago. 


US insurer 
falls sharply 
to $88m 

By Richard Waters 

CIGNA, one of the US's largest 
insurers, reported a sharp 
reduction in earnings in the 
second quarter, caused by 
losses in its general commer- 
cial insurance business and 
reduced investment gains. 

Post-tax profits were 588m. 
or SL22 a share, down from 
5130m, or 51.8Z, a year ago. 
First-half net income fell to 
5134a. from $237tn, before the 
effect of accounting changes. 

The general commercial 
business, which covers proper- 
ty/casualty risks for medium- 
sized US companies, suffered 
from poor underwriting and 
pressure on premium rates, the 
company said. It added that 
the senior management of this 
part of its business had been 
replaced earlier this year and it 
had reduced its involvement In 
tiie area. 

As a result, Cigna's property/ 
casualty division reported 
losses of 579m (before after-tax 
investment gains of 534m), 
compared with a loss of $55m 
(before gains of 54lm) the year 
before. 

He escalating losses came 
in spite of a marked fell in 
catastrophe losses, which were 


515m pre-tax, compared with 
555m. 

Net income from the 
employee life and health bene- 
fits area on the other hand 
climbed to 5104m (before after- 
tax investment gains of 57m) 
from 567m (before gains of 
530m). 

Net income from employee 
retirement and savings bene- 
fits fell by S2m to 536m, due to 
an 58m investment loss. 


Growth in assets bolsters result at Stanbic 


By Philip Gawith 
In Johannesburg 

A SHARP increase in the asset 
base and a lower tax rate 
helped Standard Bank Invest- 
ment Corporation (Stanbic), 
South Africa's leading banking 
group, to increase earnings per 
share 37 per cent, to 335 from 
245 cents, in the six months to 
June. 

The group, however, stressed 
that this rate of growth did not 
accurately reflect the underly- 
ing operating environment. It 
would not continue in the sec- 


ond half. A "satisfactory 
improvement" in earnings, 
however, was anticipated for 
the full year. 

Mr Eddie Theron, managing 
director, said the 23 per cent 
increase in the asset base, to 
R65.2bn (SI 9-4 bn) from R5Sbn, 
had helped boost the results. 
South African assets increased 
by 16 per cent to R61-2bn 
fR.52.5bu). coming almost 
entirely from growth in home 
loans. 

UK assets - Standard has 
established a branch in London 
- rose to Rl.97bn from R551m, 


and other African assets 
increased to Rl.4bn from noth- 
ing following the acquisition 
last year of ANZ Grindlays 
African operations. Rights 
issue, proceeds of R650m 
boosted assets further. 

The reduction in the corpo- 
rate tax rate, to 40 per cent 
from 48 per cent, added 2T 
cents per share to earnings. Mr , 
Theron said the earnings fig- . 
ores also flattered because 
they came off a comparatively 
low base in 1992. 

Although net interest income 
rose 23-6 per cent, to RL4Sbn 


from RLigbn, Mr Theron noted 
this was insufficient to com- 
pensate for the 27.3 per cent 
increase in bad debt provisions 
to R22R2m, from Ri73m last 
time. 

On an annualised basis, this 
represents QJ38 per cent of total 
assets, up from 0J33 per cent in 
1988. 

. Other operating income rose 
to R84S.4m from R7Q2.9m. 
-Attributable Income rose 57 
per cent to R398m from 
R253-lm. The dividend was 
increased to 62 cents fr o m 53 
cents per share. - - 
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INTERNATIONAL COMPANIES AND FINANCE 


ahead 

. ®y Haig Sbnonfan in MBan 
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($i:sbn) thl ^yea^Mm 
IA309b£ inim year fMm 
Consolidated debts at the 

^j^duetotespSwid 

privatised, amounted to 
about L7^oobn at the end of 

L7 ’ S83bn * the 
°f 1992, according to Mr 

Add f e ®stag a parliamentary 
co^aittee, Mr PaoloS^ 
minister. 
for tte P^al 
of flva. Europe's 
fourth-blggest steelmaker 
"">* by BHI-Sep 

The group, controlled by the 
IRI state holding company, has 


expects to 



losses 
-off 


ram recenfly been locked in * 
the European 

h£SS 8slon ’ whi <* had. 
Blocked a previous restructur- 
ing plan. 

Last month, the Italian gov- 
enu aaat and the commission 
reached a compromise. The 
£°™SBion extended its dead- 
iWiB for a new re-organisation 
ptea in return for Italian com- 
mitments on swift privatisa- 
tion and not writing off out- 
standing debts. . 

The latest scheme to split 
Ilva. into two companies spe- 
cialising in flat products and . 
stoj? 1 ** steels respectively, is 
still at a relatively 1 early 


IRI has given a mandate to 
Barclays, the UK banking 
group, 1 to advise on selling the 
stainless steels (Terni) and 
pipes (Dalmlne) subsidiaries. 


Meanwhile, discussions have 
taken place with a number of 
leading private-sector steel 
makers on investing in the 
big Taranato and Novi Ligure 
works, which form the heart 
of the .flat products 
company. 

■ Yesterday, Dalmlne, which is 
already quoted, announced 
that group pre-tax profits for 
the first six months of 1933 fen 
sharply. Sales rose to L613bn 
from Lfillbn. 

The company, which is 
Europe’s second-biggest 
producer of seamless pipes, 
claimed the result was highly 
creditable in view of the crisis 
in the industry. World demand 


for seamless pipes dropped 10 
per cent in the first Half , while 
demand in Europe and Italy 
fell 25 per cent and 30 per cent 
respectively. 


Donohue returns to black 


By Robert Qlbbens in Montreal 

DONOHUE, a large eastern 
Canada newsprint producer 
controlled by the Quebecor 
publishi n g and printing group, 
returned to profitability in the 
first half with earnings of 
C$8. 3m (88.4m), OT 23 cents a 
share, against a loss of SlLSm, 
or 36 cents, a year earlier. 
Sales were up 13 per cent to 
$286ul 

Second-quarter net profit 


was $2m, or 5 rawta a share, 
against' a loss of $3m, or 10 
cents. 

Newsprint and timber prod- 
ucts shipments were . higher 
with firm prices but pulp mar- 
kets declined farther. Lower 
interest rates and a lower 
Canadian dollar helped - most 
of Donohue's production goes 
to the US. 

• Canfor, a western Canada 
forest products group, earned 
C$17.6m, or 60 cents a share, in 


the second quarter, against a 
loss of $9 Jm, or 34 cents. Reve- 
nues were up ID per cent to 
$801m. First-half profit 
equalled $1.17 a share, against 
a loss of 78 cents. 

• Tembex, an eastern (tana Ha 
special pulp and cartanboard 
producer, had a C$6. 7m third- 
quarter loss, against a loss of 
84.3m. The loss for nine 
months was $34m, against a 
loss of $22.7m, on sales of 
$277m, against 


National Power in bond offering 


By Tracy Corrigan in London 

NATIONAL Power, the UK’s 
largest electricity generator, 
yesterday made its first foray 
into the sterling convertible 
bond market with a £250m 
offering. 

The deal is only the compa- 
ny’s second offering in the 
international capital markets 
since its privatisation fn 199L 
The launch takes advantage of 
strong demand for sterling 
paper from continental Euro- 
pean investors, fuelled by jkjst- 
tive sentiment on sterling and 
by expectations that interest 
rates are set to fall . * " • 


Lead-inanager Credit Suisse 
first Boston estimated that 40 
per cent of the paper was 
placed in the UK and 80 per 
cent in continental Europe. 

Two recent convertible offer- 
ings by Coats ViyeUa and War- 
burg are now trading at a pre- 
mium to their issue price of 3% 
and ffA points respectively. 

National - Power has' 
an. a programme of 
inter national ex pangfan as its 
domination of the UK market 
dwindles. Last month tt bought 
Dallas-based Transco Energy 
Ventures, its biggest overseas 
d ea l to date. 

Mr Brian HduohG&d, group 


finarw director, said the com- 
pany planned to spend "about 
£lbn on equity stakes in over- 
seas power projects this 
decade”. The company also 
hopes to have an opportunity 
to buy baric some of the £350m 
of its debt still held by the gov- 
ernment 

The 15-year bonds carry a 
coupon of ffA per emit and can 
be converted into ordinary 
shares at £4JJ3. a premium of 
19 per cent to the market level 
of £3.64 at the time of pricing 
yesterday. 

The bonds were quoted at 
100%, a 'A point premium to 
their par issue price. 


Bavarian 
bank lifted 
by bad loan 
provisions 

By Andrew Fisher In Frankfurt 

BAYERISCHE Vereinsbank, 
the Munich-based financial 
group which has been expand- 
ing in northern and eastern 
Germany, yesterday 
announced a 32 per cent rise 
in total operating profits to 
DM628m ($31 0m) in the first 
half of 1993. 

This was after risk provi- 
sions on bad loans amounting 
to DM426m, a rise of 5 per 
cent The bank, which controls 
Vereins-ond West bank in 
Hamburg, said the increase 
reflected the increase in 
domestic credit risks as a 
result of Germany's recession. 

The latest accounting period 
is the first for which German 
banks have produced full 
details of their risk provisions. 
This comes ahead of an EC 
directive requiring such infor- 
mation for the 1993 financial 
year. 

Bayerische Vereinsbank, one 
of Germany’s five leading com- 
mercial banks, said that par- 
tial operating profits - these 
exclude trading on the bank’s 
own account - were 6 per cent 
higher at DM792m. 

Net interest and commission 
income both increased, but 
administrative costs were 10 
per cent higher as a result of 
continued growth in east Ger- 
many, where Vereinsbank Han 
74 branches. 

All figures are compared 
with half of the full 1992 
result rather than with the 
actual January -June period. 
This is because the bank has 
only adjusted last year’s total 
profits, and not the interim 
results, in line with the new 
accounting procedures. 

The bank said group profits 
from trading on its own 
account more than doubled to 
DM150m. Operating profits of 
the parent bank were 16 per 
cent higher at DM334m after a 
4 per cent rise in risk provi- 
sions to DM275m. 

Credit volume at the parent 
expanded by 5 per cent over 
the levei at the start of the 
year to DM124bn. 

At group level, credit vol- 
ume was 4 per cent higher at 
DM216bn. 


Piech qualifies VW profits target 


By Christopher Parkes 
in Frankfurt 

VOLKSWAGEN will not roach 
its break-even target for this 
year if turnover falls by more 
than 5 per cent, according to 
Mr Ferdinand Piech, group 
chairman. 

Mr Pi^ch seemed to moder- 
ate his claims that VW would 
break even or possibly show a 
profit this year after heavy 
losses in the first half in an 
interview published yesterday. 

He said the group's earnings 
expectations were based on a 
fall in worldwide deliveries of 
10 per cent to 12 per cent and a 
15 per cent drop in Germany. 
He reckoned on a 5 per cent 
fall in group turnover to about 
DMSlbn (S47.6bn) Including a 


10 per cent decline at the Ger- 
man parent to about DM-wbn. 

“It is clear that our earnings 
forecast cannot be attained if 
the drop in sales is larger,” he 
added. Mr Piech, talking with 
officials of the Egon Zehnder. 
consulting group, repeated that 
cost savings of DM8.7bn were 
mostly implemented. They 
would help the group attain 
the net return on sales of more 
than 3 per cent estimated as 
necessary for a break-even 
resuit for 1993. 

He expected return on sales 
to reach 5 per cent to 7 per 
cent in five years. Rapid prog- 
ress was necessary because 
voluntary Japanese quotas 
would only help for two more 
years. If the European car 
industry could not match their 


performance within that time 
“we would have lost anyway”, 
he said. 

VW intended to attack the 
Japanese in the same way as 
the Swiss watch industry had: 
value-for-money Swatch at the 
bottom end of the market and 
good design at the top end. 
“The Japanese can be beaten, 
and we at Volkswagen have 
the tools to do it," he said. 

Within six years at the lat- 
est, he added, all group facto- 
ries had to be able to break 
even working at 70 per cent of 
capacity. The current ratio was 
between 85 per cent and 90 per 
cent, he claimed, after 100 per 
cent and more last year. 

Audi, the group's quality car 
division, would reach 68 per 
cent by the end of this year. 



Ferdinand Piech: VW has the 
tools to beat the Japanese 


Roussel-Uclaf rises 38.5% to FFr470m 


By John Ridding In Paris 

ROUSSEL-UCLAF, one of 
France's largest chemicals 
companies, yesterday 
announced a strong increase in 
net profits for the first half of 
the year and forecast foil-year 
net profits would be between 
15 per cent and 20 per cent 
higher than the 1992 
result 

The company, which is 54 
per cent owned by Hoechst, the 


German chemicals group, 
reported net profits of FPr470m 
(S8Lm) for the first six months 
of the year. 

This represents an increase 
of 38.5 per cent on the compa- 
rable period in 1992 after sub- 
tracting exceptional gains from 
the sale of stakes in Jouveinal 
and Laboratories Takeda 
France. 

Roussel-Uclaf said that the 
strong first-half performance 
reflected the impact of cost-cut- 


ting measures arising from its 
restructuring programme. The 
programme, which is sched- 
uled to be completed in 1995. 
involves the closure of eight 
factories in Europe. 

The group said that produc- 
tivity had been increased and 
that average debt during the 
first six months of this year 
was about FFrlbn less than m 
the first half of 1992. 

The increase in sales largely 
reflected a strong performance 


in its human healthcare busi- 
ness, which raised turnover by 
about S per cent. 

However, its agricultural 
chemicals business only 
increased sales by 1.2 per cent 
in the face of depressed 
demand, the company said. 

The slower growth in net 
profits expected for the full 
year, compared with the first 
six months, reflects a strong 
performance in the second half 
of 1992. 


Esselte posts 30% drop 
to SKrl38m at midterm 


By Christopher Brown-Humes 
in Stockholm 

ESSELTE, the Swedish office 
products group, saw profits 
after financial items fall to 
SKrl38m (S17.5m) in the first 
six months of the year from 
SKrl9Sm in the same 1992 
period. 

It blamed the 30 per cent foil 
on weaker demand in its main 
European markets and said it 
was not reaping the full bene- 
fits of the rationalisation pro- 
gramme which it had imple- 
mented in the US. 

However, the company said 
the recent turbulence in the 
foreign exchange markets, fol- 
lowing the virtual collapse of 
the European exchange rate 


mechanism, could turn out to 
be beneficial for the group. 

It manufactures 80 per cent 
of its office equipment for the 
European market in Denmark, 
France and Belgium, whose 
currencies are expected to 
weaken in the new ERM 
parameters. “Our products 
should be more competitive 
and we hope that demand will 
pick up in a lower interest rate 
environment,’’ the company 
said. 

The group is sticking by an 
earlier forecast that profits for 
the full year will exceed last 
year's SKr259m. 

Sales in the first half climbed 
to SKr5.70bn from SKr5.00bn 
thanks to the devaluation of 
the Swedish krona. 


Wallenbergs sell Stora 
holding for SKr600m 


By Hugh Camegy 
in Stockholm 

INVESTOR, the main holding 
company of Sweden's powerful 
Wallenberg family, said yester- 
day it had sold a 2 per cent 
stake in Stora. Europe’s largest 
forestry products company, 
raising more than SKr600m 
(885.7m) in a move it described 
as part of a programme to 
reduce group debt. 

The sale over the past two 
months of 1.88m Stora A 
shares followed the disposal for 
SKr2.94bn in late June of 
Investor’s 7.4 per cent stake in 
Asea. the joint owner of the 
Swiss-Swedish Asea Brown 
Boveri engineering group. 
Investor raised a further £23m 


<S34.3m) when it sold its 75 per 
cent stake in Christies Interna- 
tional the UK auction house, 
last month. 

The amounts raised are in 
line with the scale of debt 
reduction Investor signalled 
earlier this year when it said it 
intended to bring down group 
net borrowings to SKr5bn- 
SKr6bn. The investment group, 
which has majority or leading 
stakes in many of Sweden's top 
companies, slipped to a 
SKr542m loss in the first quar- 
ter. Group net debt stood at 
SKr9.S6bn at March 31. 

The Wallenbergs have 
avoided any significant erosion 
of their control in Swedish 
industry- in spite of the trading 
difficulties. 
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US $ 50,000,000 FLOATING RATE NOTES DUE 1995 

Notice is hereby given that, in accordance with the provisions of the 
above mentioned Floating Rate Notes, foe rate of interest for the six 
months period from Angpat 3, 1993 to February 3, 1994 has been 
fixed at 4.00% per annum. • 


I Tbc interest paybable on February 3, 1994 will be US S 10 ,22 22 2 
j in respect of each US S 500,000 Note. 

agent bank 



Daily Mail and General Trust pic 

£70,000,000 

854% Exchangeable Bonds Due 2005 (the "Bonds”) 
Notice of Suspension of Exchange Rights 

NOTICE IS HEREBY GIVEN ro che holders of the outstanding Bonds 
that, in accordance with Condition 8 of the Terms and Conditions of 
the Bonds, the Exchange Rights shall be suspended horn 8th August, 
1993 until the Final Date (as defined in Condition 8). The suspension 
follows the issue on 28th July. 1993 of a Tender Offer for Ordinary 
shares in Reuteis Holdings pic by Reuters Holdings pk. Bondholders 
can continue to exchange Bonds in accordance with the Terms and 
Conditions up to the date of suspension. 


Notice of Purchase 



EUROPEAN INVESTMENT BANK 
USD 500,000000 

9.125% Bonds, due 2nd August 2000 

Notice to hereby qivanto boncBioldflre that during the twetva-month 
period ending 2nd August, 1993, no Bonds of European Investment 
Bank's 9 . 125 % Bonds of 19BQ, due 2nd August, 2000 have been 

Afl r oT2nd August 1933. the principal amount of such Bonds 
remaining in circulation was 

USD 4£2£00,000 

Luxembourg, 4th August 1993 

EUROPEAN INVESTMENT BANK 


FOREXIA FAX $ C Dm V 

DAILY FOREIGN EXCHANGE COMMENTARIES, 
C?^S.TORECASTS AND RECOMMENDATIONS 


Daily Gold Fax - free sample 

( rerf C ii;n» Analysis Ltd Tel: 07 1 -734 7 1 74 

7 Sv;jl!eiv Stroel, London V.'lR 7H0. UK - Fax: 07i-J3<> A966 

commodity specialists to-' over 22 year; a fif.W f -' ori,bo; 


aIJLIANCE "S- LEICESTER 
AtttfM St LcieeMcr! BuMs* Seeieiy 
£150,000,000 

Floating Rate No i« doe 1996 

i For the *icc ro«id« 3*h 
July. 1993 ro :9ih October. 1993 
the Notes will carrv an tfuerew 
rue of 5.95313* per ***** ™ 
jn interest amouni of 

.per £5.W3 and U.4S4M ^ 
£100,000 Bond. pjyaW* «* 

29th Ociober. 1993. 



U-T.G.B- International 
(Jersey) Limited 
Ui. $40,000,000 

Floating Rate Gua r anteed 
Notes due 1996 

for the Interest Period 3rd 
August. 1993 » Zfrh October. 
1993 che Mores will cany a 

JUce of Interest of 4.81 25% per 

annum, the Ojufon Amount 

SleperU.S. $5,000 Note 
will be U.S. $56.15. and tot 
the U.5. $100,000 Note will 
heU.S. $1,122.92, payable on 
Z6di October. 1993. 

HcwSnyXuwkm SgearSmfi 


Daily Mail and General Trust pic 
Associated Newspapers Holdings l imited 
£60,000,000 

8 V4% Exchangeable Bonds Due 2003 1 the “Bonds”) 
Notice of Suspension of Exchange Rights 
NOTICE IS HEREBY GIVEN to che holders of the outstanding Bonds 
that, m accordance with Condition 10 of the Terms and Conditions of 
die Bonds, the Exchange Rights shall be suspended from 8th August, 
1993 until die Final Date (as defined in Condition 10). The suspension 
follows the issue on 28th July. 1993 of a Tender Offer for Ordinary 
shares in Reuters Holdings pic by Reuters Holdings pic. Bondholders 
can continue to exchange Bonds in accordance with die Terms and 
Conditions up ro die dace of suspension. 


HYPO FOREIGN & COLONIAL 
MEDITERRANEAN EQUITY PORTFOLIO 

Registered Office: Luxembourg, 14, me Aldringen 
R.C. Luxembourg Section B 25.570 

hereby Wormad that the Meeting of the Board 
Ith, 1093 has approved the paymert of a special 


_j ptrectore of . 

XEU 0.05 per share 

to states subscribed and in ckoiation on Jriy 29th, 1993 payable an 
August 20th. 1993. 

The shares are quoted ex-date July 30th, 1903. 

The Directors hews decided Jhal ffi© shareholders be ghren the 
oppaurtty to elect to retowest the dhddend p roceeds In new shares cf 
the Fuxt 

Sharehotdais must Inform Banque gyrate du Luxambojra, the 
Luxembourg agent, before August 13th, 1993 of their Intention to 

reinvest „ . 

The Board of Directors. 


TOE BEST INFORMATION IN YOUR HAND 

Futures Pager delivers constant updates on currencies, futures. Indices, Interest 
rates and commodities 24 hours a day, with prices end news both direct from 
Reuters. Why try and do without !i7 Call 071-895 9400 for your FR££ trial. 


FUTURES PAGER 


U.S. $100,000,000 



General Electric Capital Corporation 
Medium-Term Notes, Series B 
Floating Rate Notes Due February 4, 2003 

In accordance wtth the provisions of the Notes, notice rs hereby 
given that lor the Interest Period bum August 4, 1993 to February 4. 
1994 the Notes wtii cany an Interest Rate of 5% per annum. The 
interest payable on the relevant interest payment date, February 4, 
1994 wtl be U.S. $25.56 per U.S. 81.000 Note, U.S. S255.56 per 
U.S. ST 0.000 Note, U.S. $2£55.56 per U.S. Si 00.000 Note. 

6y: TbeChase Manhattan Bank, N.A. 

London, Agent Bank 
August 4, 1993 
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New ls>uc 



nil’s!! M’curiiii-. Iiunn.c been oiier«.J. :lu> ..vr;.:s .i- .! iiiJiter .1 rci.-rJ 


KSPBT 

KNP BT Antilliana NX 

SL Martin, Netherlands Antilles 

DM 200 000 000 

7% Bearer Bonds of 1993/1998 

Irrevocably and unconditionally guaranteed by 

NV Koninklijke KNP BT 

Maastricht, The Netherlands 


Interest dale: August } 
Repayment: August 3. 199# 

Listing: Frankfort (Main) 
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ABN AMRO Bank 
(Deutschland) AG 

Bayerische Landesbank 
Girozemraie 

CSFB-Effectenbank 

Aktiengesellsriiaft 

Industriebank von Japan 
(Deutschland) AG 

Nikko Bank 
(Deutschland) GmbH 

Trinkaus & Burkhardt 
Koinnianditgesellschaft atif Aklien 


BHF-BANK 

Banca del Gottardo 


Bayerische Vereinsbank 

Aklienjiesellsdufi 

General e Bank 


Internationale Nederlanden 
Bank N.V. 

Schweizerische Bankgesellsdiah 
(Deutschland) AG 

Vereins- und West bank 
Aktiensesellschali 


Bank Brussel Lambert N.V. 


Commerzbank 

Aktiengcseilschalt 

Goldman. Sachs Co. oHG 


Kredietbunk 
Internationa! Group 

SGZ-Bank 


West lieu tsche Landesbank 
Girozemraie 
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RKCRl IT HIE BEST. 

By placing your recruitment advertisement in the 
Financial Times you are reaching the world’s 
business community 

For information. on advertising in this section please call: 

.Andrew Skaizvnski on .071-407 5754 . .. 
Mark Hall-Smith On 071-4075748 
Tricia Strong on . 071-407 5634 


Philip Wriglev 


on 071-873 4006 
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INTERNATIONAL CAPITAL MARKETS 


Spain surges as German repo rate cut boosts Europe 


By Sara Webb In London and 
Patrick Harverson in New York 


ation bands, to a low of 323 
basis points yesterday. 


FT FIXED INTEREST BIDICES 


BENCHMARK GOVERNMENT BONDS 


THE BUNDESBANK'S unex- 
pected decision to cut its repo 
rate early yesterday provided a 
welcome boost For European 
government bond markets. U 
added to the general optimism 
that interest rates will fall 
across the continent now the 
straight] acket of the European 
exchange rate mec hanis m has 
been loosened. 

The high-yielding Mediterra- 
nean markets showed the 


GOVERNMENT 

BONDS 


strongest gains, with Spanish 
bonds charging ahead on the 
back of a half-point cut in 
Spanish interest rates. 

The Bank of Spain cut its 
benchmark interest rate from 
11 per cent to 10.5 per cent at 
its regular seven-to- 12-day 
repurchase tender in the morn- 
ing. Despite the cut, the peseta 
strengthened against the 
D-Mark, moving from S3. 15 
pesetas to the mark to 81.76 
pesetas by mid-afternoon. 

Spanish 10-year yield spreads 
over Germany have narrowed 
from around 370 basis points 
before the EC weekend agree- 
ment to switch to wider fluctu- 


B GERMAN government 
bonds gained nearly half a 
point yesterday, prompted by 
the Bundesbank's decision to 
slice 15 basis points off its repo 
rate. The move leaves the repo 
rate at 6.80 per cent, only 5 
basis points above the discount 
rate of 6.75 per cent. 

Some market participants 
had expected the Bundesbank 
to leave key interest rates 
unchanged after last week's 
cut in the Lombard rate - at 
least until council members 
return from holiday on August 
26. Dealers saw some switching 
out of 10-year French govern- 
ment bonds into higher-yield- 
ing 10-year bunds given that 
French yields were trading 10 
to 12 basis points through their 
German equivalents. 

The terms were set on a new 
10-year bund issue yesterday. 
Dealers said the coupon of 6.5 
per cent was in line with 
expectations. The issue price 
was 100.90 giving an issue yield 
of 6.38 per cent The new issue 
is expected to raise about 
DMlObn in totaL 
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137.7 

1233 


1191 

1102 


1487 

1114 


122.4 

104.1 


see some signs of easing now 
the franc has more freedom to 
move within the M new-look" 
exchange rate mechanism. 

The central hank’s failure to 
cut rates led to a fall in prices 
at the short end of the curve, 
but long-dated issues contin- 
ued to rally with the yield on 
the 6% per cent OAT due 2003 
falling from 6.41 per cent to 
6.38 per cent 

"French bonds rallied on the 
back of the German repo cut 
although this was followed by 
profit-taking as there is some 
concern about the pace at 
which the French central bank 
will ease," said Mr Philip 
Tyson, European economist at 
Yamal chi International 


cut free of the European ERM 
last September. 

The index-linked sector bene- 
fitted from strong demand, 
gaining nearly half a point, 
and long-dated conventional 
gilts jumped % of a point on 
the day. 

The Bank of England said 
two of its recently announced 
tap stocks were sold out yester- 
day - a £500m tranche of 7 Vi 
per cent stock due 1988 and a 
£300m tranche of index-linked 
stock due 2020. 



Coupon 

Red 

Beta 

Price 

Ctionge 

Yield 

•9® 

Month 

*S° 

AUSTRALIA 

0300 

08/03 

118J3351 

-a*ss 

&S1 

7.13 

730 

BELGIUM 

9JXJO 

Q3/03 

1102700 

+OJJ70 

7J35 

7.12 

735 

CANADA - 

7300 

12/D3 

1038S00 

+0.145 

7.10 

730 

72S 

DENMARK 

uu 

05AS 

1082000 

-0.725 

882 

7.15 

638 


8400 

OStoS 

1092833 

4LOU 

5.70 

834 

635 

OAT 

&500 

OV03 

114^260 

+0255 

043 



GERMANY 

8.750 

04/03 

102.0900 

+0440 

8A5 

833 

8.71 

ITALY 

11 J 00 

03/03 

107JMI0 

*1.740 

10.49T 

1136 

11.13 


4380 

06m 

104.782* 

+CL023 

331 

225 

4.1* 

No 145 

SL5O0 

03/D2 

108^783 

♦a 101 

4.15 



NETHERLANDS 

7.000 

00/03 

1013400 

+0560 

633 

B36 

63* 

SPAIN 

10300 

06/02 

103.4379 

+0281 

939 . 

1028 

10.17 


?jsa 

03/98 

103-08 

+ 10/32 

034 

6.76 

8.75 


asm 

06/03 

105-12 

+22/32 

722 

733 



9 . 00 a 

10/08 

111-28 

♦26/32 

7.68 

7.89 

739 


6.25Q 

Q2/03 

1Q3-08 

+8/32 

530 

531 

S.7* 


7.12S 

02/23 

108-02 

+28/32 

&51 

630 

638 

ECU (French Govt) 

8 JXM 

04/03 

IDS. 1800 

+0.430 

723 

723 

7.18 

London ctoakxL *danotas New York momma srasian 


Yields: Load market standard 

r Gres* annual yteld BnclutOna wtlfthoitftia tea at 12J per oent payabte by nan-nsldenSJ 

Prices: US. UK m 32nds, often to ctoacnal 
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E THE Banque de France held 
its interest rates unchanged 
again, confounding those in 
the market who were hoping to 


B INTEREST rate euphoria 
over much of Europe helped to 
lift the UK government bond 
market even though sterling 


■ US TREASURY prices rose 
sharply at the long end of the 
yield curve yesterday morning 
on hopes that a final agree- 
ment on President Bill Clin- 
ton’s budget will soon be 
reached. 

By midday, the benchmark 
30-year government bond was 
up Vt at 1075, yielding 6.516 per 


cent At the short end, the two- 
year note was up &at 100 i. to 
yield 4.134 per cent. 

US government securities, 
already stronger on overseas 
markets, opened firmer across 
the board, sending the yield on 
the benchmark 30-year bond 
close to its all-time low. The 
bulk of the increase was attrib- 
utable to rising hopes among 
investors and dealers that Mr 
Clinton’s deficit-reduction bud- 
get package would be approved 
by Congress before the week 


was out The bond market sees 
the president’s budget as the 
first serious attempt by a US 
administration to tackle the 
country’s huge federal budget 
deficit 

Sentiment was also aided 
yesterday by the unexpectedly 
weak 0.1 per cent increase in 
the June index of leading eco- 
nomic indicators. The data 
suggested that the economy, 
while not necessarily contract- 
ing, is certainly not growing 
especially rapidly. 


IADB in $500m offer after tough mandate bidding 


By Tracy Corrigan 


THE later-American 
Development Bank yesterday 
launched a 5500m offering of 
10-year bonds after a round of 
competitive bidding for the 
mandate which some dealers 
felt had led to the issue being 
priced rather aggressively. 

The 10-year bonds were 
priced to yield 20 basis points 
over the 10-year US Treasury 
yield, but by the end of trading 
the bonds were bid at 23 basis 
points over the curve. How- 
ever, dealers said a substantial 
portion of the issue had been 
sold at a spread of 20 basis 
points. 

Three other underwriters 
had also submitted bids to the 
IADB at a spread of 20 basis 
points, and a fourth had bid 
even more aggressively at 19 
basis points. 

Lead-manager Merrill Lynch 
said the issue had prompted 
some switching out of out- 


standing issues by Sweden and 
LKB Baden-WQrttemburg. 

Also in the dollar market. 
Ford Motor Credit launched a 
S3(Wm issue of floating rate 
notes due 1998, which dealers 
said was too tightly priced. 
The notes pay interest at 30 
basis points over the London 
interbank offered rate 


INTERNATIONAL 

BONDS 


(Libor), which represents an 
all-in cost to the borrower of 
about 35 basis points over 
Libor. 

Lead-manager Morgan Stan- 
ley said there was strong 
demand for floating-rate dollar 
debt as some investors want to 
be protected against potential 
rises in interest rates. It added 
that Ford was a much 
improved credit. 

However, while other dealers 
agreed there was considerable 


interest in floating-rate notes, 
the pricing of 30 basis points 
over Libor was 5 to 10 basis 
points too aggressive, accord- 
ing to some dealers. 

They pointed out that if Ford 
were to borrow in the fixed 
rate market and swap the pro- 
ceeds into floating-rate fund- 
ing. the company would not be 
able to achieve a similar cost 
of funds. 

However, Morgan Stanley 
reported strong demand from 
European money market 
funds. Banks , which are tradi- 
tional buyers of floating-rate 
notes, do not tend to buy cor- 
porate paper because under 
Basle capital rules corporate 
debt carries a 100 per cent risk 
weighting. 

In the Japanese equity-linked 
sector, Trans Cosmos launched 
a small S100 four-year issue of 
bonds with warrants, which 
surprised the market with 
the strength of its perfor- 
mance. By the end of the day, 


the bonds with warrants were 
bid at 105. a five-point 
premium to their par issue 
price. 

Lead-manager Nikko Europe 
said there had been particu- 
larly strong demand because 
the company had not 


previously issued equity war- 
rants. 

Further, Trans Cosmos, a 
computer software company, is 
only listed on the second sec- 
tion of the Japanese stock mar- 
ket, which is notoriously illiq- 
uid. Consequently, some 


investors interested in the 
stock may have avoided buy- 
ing it in the cash market, but 
jumped at the chance to buy 
the warrants. 

Nikko reported some de mand 
from US offshore fund manag- 
ers. 


NEW INTERNATIONAL BOND ISSUES 


Amount 

Coupon 

Price 

Maturity 

Few 

Spread 

Book runoer 

Borrower 

US DOLLARS 

m. 

% 



% 

*»P 


Inter-American Dev'ment Bank 

500 

6 

9932R 

Anq2003 

0325R 

+20 (8K%-03> M entf Lynch Inti. 

Ford Motor CrecBI Co.(a)t 

300 

(a) 

99.77R 

Aug. 1938 


- 

Morgan Stanley kBL 

Banpate. Cevman Islands 

100 

3^5« 

9951R 

Aug. 1995 

0,8 7SR 

+415(4%%-K) ING/ VestcorPartnero 

Tram Cosmoeftrt^ 

100 

1.5 

100 

Aug. 1997 

225 

- 

NSdto Europe 

D-MARKS 

Royal Dutch FoMur 

150 

6.5 

101^ 

Aug. 1996 

1.5 

. 

□resdner Bank 

STERLING 

National pDwc*fc)§ 

• 250 

025* 

100 

SepL^ooa 

23 

. 

CSFB 

YBi 

Nlchbel Corp. 

10 bn 

5 

100.1 R 

Nov^OOO 

OJfiR 

. 

Fu? bdL Finance 

DANISH KRONER 

R nance lor Danish Industry 

350 

675 

101.875 

Aug. 1998 

1375 

. 

Morgan Stanley Inti. 

SWISS FRANCS 

Sataaada Co.(b)*<{) 

40 

t 

100 

Aug. 1997 

- 

- 

Yamafchl Bank fSwitz.) 


Hind terms and non-ca0ab!e unless stated. The yield spread (over relevant government bond) at launch b auppSed by the lead 
manager. *Pitvate placement. §Convertit»e. 4>Wrth equity warrants. {Floating rate note: ISeirt-amaf coupon R* fixed re-otter price; 
tees are shown at the re-offer level a) Coupon pays 3-month Ubor + 025%. b) Firing: 1078/93. c) Converafcm price: £423- n 
from 21/10/98 a: par or sartor >1 85% of the bonds are converted. 


Mexico will take 
to the road with 
toll-backed notes 




By Damian Fraser 
In Mexico City 


T HE MEXICAN govern- 
ment is set to issue its 
first bonds backed by 
the revenues of a state-owned 
toll road. If next month’s offer- 
ing is well received, the gov- 
ernment plans to securitise 
more of the JlObn-worth of pri- 
vate toll road concessions 
owned by national banks and 
construction companies. 

The government is preparing 
to offer around S600m of doflar- 
denom mated bands backed by 
the peso revenues from the 
state-owned toll road linking 
Mexico City to Cuernavaca, a 
senio r official said - 
The debt is likely to be 
placed in the US with qualified 
institutions under the Securi- 
ties and Exchange Commis- 
sion's rule 144a, and to be sold 
publicly in the rest of the 
world. 

The Cuernavaca toll road 
was opened In the 1950s and 
traffic flow is stable. The 
5800m is estimated to be less 
than the full value of the road, 
giving bondholders added secu- 
rity if revenues are less than 
expected. 

The government is appar- 
ently not planning to offer any 
credit or exchang e rate guaran- 
tees for the Cuernavaca bonds, 
but intends to issue different 
classes of debt, enabling inves- 
tors to choose their level of 
risk. Lehman Brothers and 
Banamex are expected to man- 
age the offering. 

The Cuernavaca bonds will 
probably be followed by Grupo 
ICA’s securitisation of com- 
pleted parts of the $540m Gua- 
dalajara-Tepic toll road, fn this 
case, the government is explor- 
ing ways of helping 1CA reduce 
pvrhangw rate risk, perhaps by 
giving the issuer the right to 
borrow dollars from the state 
development bank in the event 
of a peso devaluation, one gov- 
ernment nffirial 
Mexico’s privately-financed 
toll road programme is 
believed to be the largest in 
the world, with some 2,700km 
of road s completed, and 
1,900km under construction. 

However, many roads have 
run into trouble because traffic 


has feUen below forecasts and 
costs have rocketed. Mexico's 
banks, which financed most of 

the construction, are thongbt 
to have been left with hun- 
dreds Of milHmm of dofiais Of 
under-performing debt 

The go ver nment was filmed 
to postpone a planned offering 
of highway-backed bands last 
year due to the fall in the Mex- 
ican stock market and rise is 
interest rates. 

If the government success- 
fully setts bonds on the Cuer- 
navaca road, U plans to offer 
more ba ck ed by revenges from 
its other toll roads. Mexico 
City to Puebla and Mexico City 
to Quar e t e ro . 

Tribasa, another construc- 
tion co m p any , also intends to 
securitise some of its Mexico 
City toB roods in the atthgan, 
after its planned initial pubifc 
offering on the New Yo* 
Stock Exchange in September. 

IGA. GMD. mother esnstruo 
tion company, and Tribas&abo 
plan to securitise the flat part 
of the 51 bn Mexico City-&» 
dakgara read. •: . 

The only previous ton road 
bond offering, sokf last +j*ar 
and hacked by Tribasa's; com- 
pleted Toluca highway, did mt 
attract much initial interest, 
although Lehman Bro& sayk 
the entire $3l2m of bon&bate 
now been placed. . - V 

The transport minlstey.^ 
trying to sort out probtengf ir 
finished toB roads, tor exhn& ' 

mg mnrWK W n awl i v bjuMn g 
trucks over a certain Weight to 
use the toll rowls. 


O fficials say traffic 

few roads, gexaratiy 
those far frnnfc&uge 
dries, is so low that eqjb&jgnd 
debt holders wifi have tolafect 
most capital 

flip e xisting commttgwatate 
under-performing tori took 
have made Mexico's baste, 
except Ban ame x, Bni Btef .li 
finance new projects. 

The g ove rnm ent has said ; f 
wifi pay fiw the JflOOm ltefcfr 
acan-Oaxaca road, and anotha 
ton road fn Chiapas out of pro- 
ceeds Drum . privatisation not 
accounted tor in this year’s 
faudgd. It hopes Banamex Will 
finance the Tuxpan-Pacfiuca 
toH road. 
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l+Wd ere tho tons : atfamoscnal bends tor which Hv«o a on adequate ttcoxdroy mjrtjn. 


US. CALM STRAIGHTS 

ABU 91, 94 

ffltocrtaPravincE 9% 95 

Austria at- 00 . 

Bankof Tokyo 8% 96 

Belgium 95, 99 

BFCE V* 97 

BNP 8*3 W 

British Gas 0 21 

CJ/atoSM „ 

CCCE9U 95 

Council Europe 8 % — 

CrwH Fonder 9% 99 

Denmark 9% 95 — 

ECSC 8% 36 

EEC 8% 96 

EH 71, 96 

HB9%97 

Bee lie Franca 9 98 

Euro Crad Cart T*l 9 94 

Eiroflnn 9V 96 

Es-kn BaiA JBpan B0? 

Burn! Dw Owv 9% 98 

FMand 7 r i 97 

FBnfefl Export 9% 95 

Ford Motet Craft 0% 98 - _ 

Sen Bee Capital 9% 96 

GMAC9%96 

Bid Bk Japan Fin 7% 97 

tolar Am®r Dot n, 96 

Half 8% 94 

Japan Dw Bk 8% 01 

Kansal Bee Pw 10 96 

LTCBFto897 

MatsiisMa Elec 7t, 02 

New zedand 9 94 

Mopon OeU Bk 10*e 95 

rflopon Td Td 9h 95 

Ortario 7*s 03 

Ostar KgntTjfltank 8»i 01 — 

Petro-Canada 7', 96 — 

Ouetxx KjChi 9\ 9B 

Quebec Pro, 9 98 — 

Sakobury 9^ 36 — 

SAB 10 99 

S8AB 91* 95 

SHOP 9«j 98 

Spain 61* 99 

SHE Bk NEW 8*0 96 

Sweden 5»j 95 

Swedish Export 8/g 96 

Tokyo Bee Power a\ 96 

Tokyo Meowfis S', 96 

Tomte Motor S5a 98 

United Kingdom 7\, 02 

Work) Bank 6>i 99 

Work! Bank BV 97 


DEUTSOE 6 UUHC STRAIGHTS 

Austria 5% 97 

Betgkjm 7 V 02 

CraS Rada- 7U C3 

Dennark 64 88 

Drofadw Finance 7»* 95 

ECSC 8 % 96 — 

SC 6 »i 00 

m 7'j 99 

Finland 7«a 00 

Ireland 7\ (C 

Half 71. 98 

Spain 71* 03 — 

SwmtanSB? 

Tefcyo Bee Power 7S 02 

Unfed Ktogdom 7«e 97 

Vomswaoan ina Bn 7 03 

Iffbrtd Bank 0 15 — 

Wdrid Bank 51* SO 

Ytortu Bank 8 \ 00 - 


SWSS FRANC S1BH8MTS 

Aatan Dev Bonk 6 10 

Cornea Europe 44* 98 

aa 04 

Sec de Frra 7** 06 

FWand TU 99 

General Motor* /l 2 95 

Hyundai Motor Fin 8>2 97 

Iceland 7i*B0 

Kobe &>* 01 

Hew Zeaknd 4% 99 — 

Ontario GV* 03 

Quebec Hydro 5 06 

SNCF 704 

World Brink 5 08 

World Bank 7 01 


yasnuntfra 

Betoken s SB 

Oomnarii 7 95 

BB 6^01 

Bsc Ob Fran 5»* 96 . 

FMand 6 k 98 

totar Amor Dev 7 V OO. 
Japan Dev Sc 5 99 — 
Japan era * 6 ^ oi - 
Mppan Tel Tel n 96 _ 

Norway S3* 95 

SNCF 6V 00 

Sweden 91*95 

World Bank 61* OO 
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108% 
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-% 
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3.82 
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12% 
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+% 
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4.75 
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108% 

+% 
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10^? 
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5J* 
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107% 

-% 
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1t»0 

113% 

114 

-% 

bin' 
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113*4 

114% 
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325 

105 

105% 


4.59 

100 

110% 

111% 
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500 

111% 

115*4 
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-% 

t/Cb 
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116% 

-% 
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200 

108** 
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5JHJ 
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10S*B 

♦% 
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1500 

101% 
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+% 
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111% 

111*4 
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108% 

-% 

$.72 

200 

107% 

108% 

-% 

$M 

200 

107*4 

107% 

-% 

5.04 
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105% 

105*, 


4.12 
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114% 


tiJC 
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111% 

112% 
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5JI9 
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107% 

105% 
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+% 

+% 

S6S 

6.48 
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105% 
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+% 
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-% 
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♦% 
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115% 
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-% 
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110% 
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*% 
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+% 

SjS7 

1500 

103% 
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5.80 

AW 

!0B% 
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-% 

5J1 
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101% 
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458 
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108% 

108% 

110% 

-% 
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KJ 

110*4 
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109% 

109% 


5 09 
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100% 
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107% 


$32 
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107% 


8.16 

1500 

114% 
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+% 
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112% 
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500 
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+% 

S.94 
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+*4 

8.77 

2000 

I0O0 
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101% 

% 

£ 
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6.18 

700 

107 

107% 

+% 
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100% 
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♦ >4 

aas 

4O0 
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105% 

-% 
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104% 
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+*. 
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500 

105% 
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+% 

632 

5000 

102% 

103 

+% 
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103% 

105% 

103% 

+*4 

8.73 

zsoo 

106% 

+% 

8.43 

1000 

105% 
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103% 

-J* 
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5500 

103% 

+% 

8.12 

1000 

101% 

101 % 

+% 

652 

2000 

23% 

23% 

+% 

6.76 
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100% 

IOO% 

+% 

653 

1250 

113 

113% 

+% 

6. JO 

100 

108 

108% 

-% 

5.28 

250 

101% 

101% 


4.43 




+*4 

527 

100 

114% 

115 

— *4 

562 

300 

If2 

112% 


454 

100 

103 

103% 


554 

100 




100 

113% 

114 

+*. 

5.31 

240 

109*, 

110% 


*91 

200 

100 

100% 


457 

400 

107% 



$23 

100 

97 

90% 


550 

450 

116 

116*4 


559 

150 

102% 


— *4 

4.71 

600 

113 

113% 

+1% 

430 

75000 

102% 

102% 

f'4 

4 51 


105% 

105% 

111% 


A31 

100000 

111% 

•% 

459 

20000 

105% 

106% 

+% 



107 

107% 


350 

m • ''/I 

nryi 

115*, 

+% 

458 

C'lVvM 

r~?t 

104 

+% 

45H 

irV'JJJR 

112% 

108?* 

112% 

♦% 

4.64 

K.- , |Ve*B 

107% 

102% 

+% 

352 

5onm 

102% 


346 

30000 

112 

112% 

+% 

4.59 

20000 

104 



355 

50000 

112% 

112% 

♦% 

4.54 


onetsnuiens 

Arbea 71, 95 LFr 

Gcnfhance Un 94 99 LFr 

Worto Bank 3 96 UFr 

Bank Vbar Ned Gem 7** 02 FI 

&rai»e Bebesr 3»* 98 H 

AtoerlaPnjvInce- 10S 98 CS 

Bell Canada 10S 99 C5 

B«Wi CotomUa 10 96 CS 

BS lOtjSBCS 

Bee de Fiance 97* 99 CS 

F«d CrerS! Canada 10 94 CS 

Gen Bee Capital 10 96 CS 

KJW Int F*i 10 01 CS 

Nippon Tel Tel 10’* 99 CS 

Oitoto Hydro 10^ 99 CS 

Otter Konbokbenk 10U 99 CS 

Quebec Pro* 10’, 98 CS 

Belgian 9>* 96 Ecu 

Caund Emwe 9 01 Ecu 

CwH Lyanaia 9 96 Ecu 

EO 10 97 Ecu 

Ferro dal Slat IQ’s 98 Ecu 

Italy 10T* 00 Ecu 

Spain 9 96 Ecu 

Unfed Mnodorn 9>* 01 Ecu 

AI0C 10 99 AS - 

BP America 12U 96 AS 

Carom Bk Amtralia 137* 99 AS __ 

Boporttnana 137*95 AS 

McOmdds Canada 15 95 AS 

NSW Treasury too 030 AS 

R S 1 Bank 74* 03 AS 

SOi Aral G(M F9t 902 AS 

Unfever Australia 12 98 AS 

Abbey Nad Treas 13>* 95 £ 

Aiancs uses 11 J* 97 f 

British Gas I2>4 95 E 

Bridsb lad 12», 16 £ 

BB 10 97 E 

HaBfctt IQJ* 97 £ 

Hanson 10H 97 £ 

HSBC HoMtojp 11 69 02 £ 

Italy 10to 14 £ 

Land Sacs *>, 07 E 

Ontario Uhcn £ 

Povnrgen 03 E 

Severn Trent 11 >, 99 £ 

Tokyo Bee Power 1 1 01 £ 

womj Bank 1 1 ’« 95 £ 

Abbey tedW 0 96 IBS 

TCN2 Fto 9'* 02 KZS 

CEPIAE 10 95 FFr - 

Bee da Fraica 8^» 22 FFr 

SNCF 9‘« 97 FFr 


Latest pnem at 656 pm en August 3 

Ob. 

toned BU Otter day TWd 

600 100 101 7.49 

1000 109*, 110», ♦!«, 7.03 

1000 103’, 1044 .lU 6.53 


110*, 


iis 

10«‘, 

109 

113 

113*, 

U5H 


1000 108*3 
500 110% 

500 109 ’a 
ISO 113% 

500 109% 

130 111% 

275 111 

100 103% 

300 108% 

400 112% 

200 112% 

500 115% 

150 112% 

200 113% 

1250 105% 105% 
1100 109% 109% 
125 105 105*, 

1125 109% 110 

500 110% 

1000 115% 

1000 105% 

2750 110% 

100 113% 

100 112% 

100 131% 

75 110% 

100 115% 

1000 13% 

125 iar% 

150 108% 

ISO 119 


*% 

»% 

♦% 


an 

&3G 

625 


*% 7.66 
632 


3 


-% 


7.00 
7.43 
697 
667 
7.77 
7.56 
7.48 
7.50 
7.38 
669 
♦% 7.45 


i 


110 % 

"ft* 

113% 

131% 

111 % 

115% 

13% 

1<K 

109% 

119% 


693 
678 
7.34 
7.73 

»% 666 




100 110 % 111 % 
100 113% 114% 
300 10*% 109% 
150 12S% 129 

637 110% 110% 
100 110 % 111 % 
500 110% 110% 
153 117% 117% 
400 116% 117% 
200 105% 106% 
tOO 117% 118% 
250 108 106% 

150 117% 117% 
150 118% - — 
100 108% 

100 80% 

75 112% 

2000 107% 

3000 114 

4000 110% 


119% 

103 

81% 

113% 

107% 


*1 

♦ 1 % 

*% 


!!8 


728 

7.11 

664 

725 
557 
630 
7 61 
7 51 
7.61 
7.07 
600 
7.10 
607 
9.65 
658 
688 

726 
6.79 
672 
677 
7.87 
73* 
7.76 
7.71 
697 
7.14 
7.31 
585 
7.54 
60S 


RISES AND FALLS YESTERDAY 


British Funds. : 

Other Fixed Interest. 

Commercial, Industrial... 

Financial & Property. 

on S Gas.. 


Rises 


Fids 


Plantations. 

Mines.™ 


Others...... 


63 

13 

7 

2 

10 

0 

Optoe 

CALLS POTS 

Od Jan Apr Dd Jw %r 

Opfea 

CALLS FHX 

M, 

cutis . ran . 
sra ok ferneMr. 

325 

228 

15 

3 

20 

206 

89 

25 

0 

60 

884 

491 

42 

6 

54 

MetHjons 

rS78) 

Argyl 

r326) 

SD 46*2 58 B4% 10% 20% 25 
GOO 20% 29% 39 25 46 50 
300 36 41 48 9% 11% 14% 
330 17 23% 31 17% 2*% 28 

Brit Am 
T420) 

BAT We 
T4S8) 

420 12 40 58% n 374«%, 

480 2 2841% 42% « 72% 

450 Tl 33 48 4 18% 22 

«76 2 20% 30% 1829% 34 

wr 

■S») 

420 W St - »«% - 

488 13 33% - 44 SB - 

5M 48 57.70 7% » * 

5S0 1837% 48 3D5T%«% 

14012% 17% 21 4% 9% W 


26 


51 


60 


Totals 


693 


440 


1.546 


LONDON RECENT ISSUES 


EQUITIES 


FUMJW8 fMIE NOTES 
Banco ftona 0 99 


Belgium 97 DM 

BrtE-CJE! 


! 96 

Britan nia Q.10 96 £ 

CCCE 0 06 Ecu 

QBcsrp E*a % 96 

Otoft Fonder 99 — 

Craft Lytnuto % 00 

Damat. -% 96 — 

Drentoar FtarKe Ji 98 DM 

SecdeFmx % 99 

Ferro del Sfcri A 97 

FtoSraJO *7 

HaObx BS % 95 £ 

Ireland a 98 

Italy % 98 

Urab Penranerd % 96 £ _ 
Uonte Bank Perp S 0.10 
Mataysla ,'« 05 


maxsiaa , a La 

Nriomikfe 0JJ8 96 £ _■ 

tow Zealand % 96 

US*? 0 96 

SoMto Generate 0 96 

Stele 6k Victoria 0.05 99 

Sweaen0 98 

IMted Ktogdam -% 96 


200 

500 

350 

150 

200 

400 

200 

300 

1000 

1000 

*00 

420 

1000 

350 

300 

2000 

200 

KH 

650 

300 

250 

500 

300 

125 

1500 

4000 


BU 

99.40 
10004 
9961 
9968 
9697 
9992 
1IXW6 
10008 
99 50 
9988 
10192 
0912 
9164 
99.93 
9964 
9964 
9950 
8725 
9956 
99.66 
100.00 
9921 
9942 
99.20 
9975 
0959 


0»W 

99.63 

100.14 

99.91 

9678 

9920 

100JT3 

10053 

10054 
99.60 
9995 

102.60 

99.42 

9978 

9999 

9977 
100.04 
10050 

Kt -n 

100.13 

9978 
10615 
9937 
9957 
9945 
9988 
9997 


Cxpn 

35438 


32500 

01625 

7.4844 

52500 

90000 

idXK 

3JJ525 


52500 

32875 

35000 

60825 

3.4400 

36016 

60000 

32710 

52500 

61425 

3.4380 

3.1250 

32500 

3.5500 

3J125 

3.1250 


commiiBiE bovs 

Brourtng-Ferrte 6% 05 

Chri* Cap** 6 98 

Eastman Kodak 6% 01 

Gold Katanxlto 7% 00 . 

Hanson Si, 08 £. 


Kantey Praf 0 02 

land Sec* 0% OS £ . 


Land ! 

LratU 7% 05 £ . 

Mitsui Haft 2% 03 

Mount to Fin 6% 97 

Ogden 6 02 

SMBi Kemeur 4 02 £ 

Sun done Bara 3% 04 

Sui ARaica 7% 06 E 

Tasep craw 9 05 £ 

Texas Mra nena 2% 09 

Tinman 5% 042 
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Pram. 

400 

52% 

98% 

69% 


250 

88 

119% 120% 
IDflh 109% 

+1 1-20 

300 

50.87 

+1J93 

65 

1555* 

115% 

113% 

116*2 

114% 

+3452 

500 

25675 


*00 

19.1 
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133 


84 

8.72 

103 

103% 

+0.17 

90 

5.64 

87% 

Sffi 


200 

2332.6 

102% 

104% 

+1450 

100 

2283 

101% 

io2 tsaig 

86 

36077 

65% 

1 ^ 

•40.94 

SO 

1.775 

132% 

+58.14 

300 

360&9 

97% 

112% 

118% 

98% >2053 

156 

aa 


+1201 

200 

251 

+3682 

300 

82% 

103% 

104% +19J7 

103 

7.16 

134% 

135% 

-007 


- No mtorrnoi k an ovakaote - pramu arf a price 
* Orty am irotet notar *«*«d « prtoo 


STRAIGHT BONOS: Th* yield Is the yield to rodanpui at Pie twFpnoe: Ow erart beuad b in ran at ewronev mb cha. day^vnga an day- 

SSt Panon una tad In Mn urdon mmmtn Mand Caiyai shown b ndnbman. StmMlagin ran su-month -sHarod ram ft 


RjOAUNO RATE NOTES: 

t tnro a rinondi §abava maan ralej tor US dtoBS. Cxpnclha wren coupon. 

CONVERTIBLE BOND& DenomMled In doton udem gtwntu imWuaea Cnv pncmNoraul unouR *4 oond par fear* bnm ei oaimcy ato" « 

M W ra a ki n rate Rwd a eais. Prambracwnape prantom of Bie curom altoswe prico ot oopfeng *a« «b #>a buid ow dw> mm moon o* m* 

dura*. 


O The Financial Thro* Lnt, 19®. Reproduction *1 whale ar_h pen in iwt per mfttad wfOwt wnttra consent. 


Date efepried tty totnn a fla nj l Saauiaes Ksfet . 
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LIFFE EQUITY OPTIONS 


r«) 


67 4% 


B«AtoMftf3 318 39% 46 - 7 14 - 

P 44 ) 345 21 30 - 18 26 - 

SeHtetnA <20 34 45 53 14% 23% 27% 

480 15 26% 34 36 45% 48% 

<20 51 57 64% 5% 1215% 
460 24 29 41 19% 28% 32 


[■«37> 

Beets 

T4S8J 


Bm 360 28 32 39% 1 7 W% 

f384] 3 90 3 U 22% 9 21% 24 

Brit Telecom 420 9 18 23 3W% 25 

f4») 460 1 5 9 31 48 52 

CadbnyScb 4SM8%»%44% 2% 18 22 
T473) 500 1% 14 25 28% 39 44% 


fl4Bi 


n»» 

WBCTSpA 

fW0» 


rs«) 


f307) 


nii) 


r<oi 


300 18% 25 29% 11% 17 20% 
330 6% 12% 16% 30 33% 37% 
HO 10% 15% 18% 8 11 13 

120 5% 11 14 13% 17 18% 

480 38 48 50% 11% 22% 38% 
500 15 24% 30% 31 45% 50% 


T468) 

SBC 

r*ss) 


900 15 S% 44 1% 14 21% 
S90 I 12% 19% 38% «% 48% 
480 11 31 42 5 20% 27 

000 1 13 24% 30 49 50% 

330 28 35% 30% 1 S 9 

380 3 17 22% 8 18% 21 


f3»l 

AwM 

ckst) 


PM5) 

Scot Pew* 

rsm 


CMteGIta 

raoo) 


Couta*k 550 38 


RIGHTS OFFERS 
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For cno- oew pteasa refer to me Gride to M London Share Santo. 


TRADITIONAL OPTIONS 


• First Dealings July 26 

• Last Deaflngs Aug. 6 

• Last Declarations Oct. 2s 

• Far settlement Nov. 8 

3-month call rate indications are 
shown In Saturday editions. 

Calls Aden, Burton. Costain, Divi- 


sion, Ferranti, Higgs 8 HU, UT 
Prf., McCarthy Stone, Medeva, 
Premier Land, OS Hkfga^ Rattlers, 
S ho ndwrt uK and Tarmac. Put Med- 
eva. Puts & Calls ASOA, BT P/PdL, 
LIT Prt, Next and Shandwrfcfc, 


FT-SE ACTUARIES INDICES 


The FT-SE 10 a FT-3B Mid SSI) aod FTilE Aetnarta 350 InUcca and the FT-SB Aetnarle* 
Industry Baskets on calculated by The InlrraaUanal Stock Bxdunca of tba United 
and Republic of Ireland Limited. C The lotenuUnta] Stock of tba Untted king dom 

ond Republic at Ireland Limited 1933 . AD rtgbcs r ea gr rud. 

The PT-Actuarios AaSbare Index Is 1 by Tba Rnondo! Ttesne Limited tn -v— 

dn with the Instlnite of Acnmrles and Urn Family of Actuaries. O Tbe Ftaamdal Thom 
Limited 1990 All rights marred. 

The FT-SB 100 . FT-SE Mid 3U> and FT SB Actuartes 090 i-rii.^, tbe FT-SB Actuate 
Industry Baskets and the FT Actuartes A a shore index are memlwre of the FT-SB Actuate 
Shore Indices tala which are calculated in acmdance with a standard set of ground nib 
acubUEbcd by The Fhucrlal Times Limited nut Loarian Stock gretn w ifl n in ooahmctlQD with 

tb p Into tutc of Actuartes and tba Faculty of ActuarVn. 

"FT-SB" and “Fnatate" are Joint trade marks and scrvtca marks t£ tba Lonctoti 
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COMPANY NEWS: UK 


restates loss 

and rescinds 



By Catherine Milton 

STAMN Group, the quarry 
products company chaired by 
JfS Porkiason, the former 
cabinet minister, yesterday 

saW ite previously reported full 

. 1 ® sse ® iad been under* 
stated by millions of pounds. 

aSS^tu pnHaat losses « 

ES^oem, the company said 
tasra totalled ttL&aii i™ 
Jr® Proposed final dividend of 
0 2p “will not now. be paid. ■ 
The change followed a 
review of the company's 
accounting policies, anno unced 
in July when the two Abdullah 

2™5* ^signed as execu- 
tives. They- had controlled- Star- 
min since 1988. 

The review, carried out by 
*prnst & Young at the new 
board’s instigation, found that 
turnover should have been 
reported as £18.7m rather than 
£20.lm and losses per share 
3.6p instead of 2£p. 

.'Hie board does not believe it 


*^^3 to amend the company’s 
1391 accounts, which were also 
scrutinised, in a statement the 
company said it was “con- 

^ need to "to 
establish a longer-term strat- 
egy for enhancing shareholder 
value" . The company is under- 
stood ■ to be trading at 
break-even now, bat is making 
l0 S® s after interest payments. 

Th e discrepancies hinge on 
profits having been booked on 
disposals which have now been 
reversed. 

Jlrst, the company recorded 
a £1.4m profit following the 
sate of some assets and landfill 
facilities to Chepstow Environ- 
mental Services in December 
1991. However, that deal fell 
through. 

After CES pulled out, Jeniva 
Landfill, a private company, 
bought the assets, plus an addi- 
tional quarry with a £100,000 
net book value, and a £160,000 
cadi injection from fifarmin. It 
paid for them in its own 


shares, representing 355 per 
cent of its total equity. Starmin 
booked an extra profit of 
£250,000 on the sale of the addi 
tional quarry. 

Starmin said a balance of 
~£ 1.26 in which had been 
recorded as "owing" from CES 
was now being written off. 
white the £750,000 investment 
in Jeniva had been written 
down, to cost of £438,000. 

Second. Starmin bought 
Tamar and St Mary’s, two 
plant hire companies, in March 
1933, paying £300,000 In cash 
and £2.06m in the form of 
assets and land. It took a £lm 
profit on the “disposal’'. 

The statement said; 
“Because of the inherent 
uncertainties in the valuations 
of the assets concerned it 
would be inappropriate to 
recognise any effects of this 
transaction.'* 

The board also made an 
exceptional provision of £L03m 
relating to non-core activities. 


Standard Life sells stake 
in lossmaking Excalibur 


STANDARD Life Assurance 
has sold its 4.99 per cent hold- 
ing in Excalibur Group, the 
precision engineering and jew- 
ellery company which last 
week announced «nm^j pre- 
tax losses of gfi ftn 

The disposal was ma de on 
the day Excalibur annim nn*rf 
the losses and appointed Mr 
Arthur Church as chief execu- 
tive. Standard is likely to have 
suffered a significant loss on 
the disposal of the 3m shares. 

Although the shares closed 


IV, p up on the day at I3p, Stan- 
dard has held a substantial 
stake since 1991 when they 
traded at about 45p. 

Mr Richard Griffiths, the 
chairman’s brother who has 
relinquished the managing 
director’s role in favour of a 
non-executive board position, 
announced that he had pur- 
chased 200,000 Shares at l5'/ip 
bn Monday, bringing his total 
holding to 053 per cent The 
shares last night closed 2%p 
higher at I8p. 


Ossory ex-chief in £194,000 deal 


Ossory Estates, the property 
group which is in refinancing 
talks with its banks, has sold 
two companies to Mr John 
Walker, its former chairman. 

The two businesses, Bence 
Lane Development Company 


and Ossory France, have com- 
bined net liabilities df £459,000 
-.- including intercompany 
accounts owing to Ossory total- 
ling £814,000. 

. The purchase price is 
smooa 
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SelecTV 
moves into 
business TV 

By Raymond Snoddy 

SELECTV, the independent 
production company famous 
for comedy hits such as Birds 
of a Feather and popular dra- 
mas such as Love Hurts, has 
decided to move into business 
television. 

The USM-quoted company 
has bought a 50 per cent stake 
in Tribeca Television, a tiny 
independent production com- 
pany run by Mr Jeffrey Ferry, 
a financial journalist. 

The company produced Sav- 
ing the American Dream which 
was shown on Channel 4 last 
December and has a series 
in development looking at 
those who created inter- 
national brands such as 
Swatch watches and IKEA fur- 
niture. 

Mr Michael Pilsworth, man- 
aging director of SelecTV, said 
it was also Interested in joining 
any consortium considering 
running a business channel on 
UK cable tele vision. 

**We- want to apply the 
humour, of Birds of a Feather 
to corporate videos in the way 
J ohn Cleese has.” 

The deal involves a 
Tnavtwium payment of about 
£91,000. 


Ratner 
cousins 
share 
in £lm 
pay-off 

By NeB Buckley 

MR GERALD Ratner, the man 
who built Ratners into the 
world’s largest jewellery 
group, and his cousin Victor 
shared pay-offs for loss of 
office of more than £lm last 
year, according to the compa- 
ny's annual report. 

For Mr Gerald Ratner, who 
sowed the seeds of bis own 
downfall by describing one or 
the company's products in a 
speech as “crap”, the compen- 
sation was in addition to the 
£456,000 pay he received for 
his final 10 months as chief 
executive - making a total last 
year of more than £900,000. 

He was fined £160 for a driv- 
ing offence in January after 
magistrates at Thame, Oxford- 
shire. ruled he had a dispos- 
able income of only £20 a 
week. 

He stepped down as chair- 
man in January 1992, but 
remained as chief executive 
until November when he 
resigned after pressure from 
bankers and shareholders. 

His cousin Victor resigned 
as deputy managing director 
after a management reorgani- 
sation in February 1992 insti- 
gated by Mr James McAdam. 
the newly-appointed chairman. 

Ratners said yesterday that 
the cousins shared pay-offs 
totalling £1.01m, with Gerald 
receiving “just under 
£500.000”. 

That was made up of one 
year’s basic salary of £375,000, 
as quoted at the time of his 
resignation, plus pension, car 
and other benefit payments. 

Victor, who was on a longer, 
five-year contract, received 
slightly more than £500,000. 

Mr McAdam was paid a 
slightly more modest £268,000 
for the year to January 30. 
including a £35.000 pension 
contribution. 

Mr Gerald Ratner is return- 
ing to retailing as an adviser 
to developers trying to convert 
Tobacco Dock, the failed shop- 
ping centre in London’s Wap- 
ping, into a factory outlet cen- 
tre where manufacturers sell 
surplus stock directly to 
the public at large dis- 
counts. 

His cousin has opened a jew- 
ellery shop in Kingston-upon- 
Thames, and plans more. 


Muscle power of a NatWest arm 


THE £253m interim profit 
made by National Westminster 
Bank’s securities and corporate 
lending arm, NatWest Markets, 
made it the bank’s most profit- 
able operating sector. 

The obvious question was 
voiced by Mr Martin Owen, its 
chief executive: “Has it ail 
been done by mirrors”, he 
asked. 

That question translates into 
whether National Westminster 
has managed to establish a 
securities business to rival that 
of Barclays’ BZW, or whether 
the figures were merely flat- 
tered by abnormal profits from 
foreign exchange and capital 
markets trading in six months 
of currency volatility. 

Mr Owen’s answer was 
unsurprisingly that NatWest 
Markets Is starting to establish 
a presence a year after he was 
appointed chief executive. If so, 
it is achieving a largely 
unknown feat by putting 
together NatWest’s corporate 
banking for its 1.300 largest 
customers with a range of 
securities operations. 

It was hard to tell by the 
figures yesterday. The bank 
would only break down Nat- 
West Markets’ profits to the 
extent of saying that it had 
made strong dealing profits of 
£246m from higher volumes 
and wider spreads, and that its 
equities and venture capital 
operations had also done well. 

Furthermore, its lending con- 
tributed to a squeeze on the 
international net interest mar- 
gin because it took on low mar- 
gin assets in treasury 
operations. Yet Mr Owen 
insisted that there had been “a 
step jump" in the business as 
it started to gain the benefits 
of integrated operation. 



fiatitff Aahwood 

Keeping an eye on the markets: Lord Alexander (left), chairman 
of NatWest Bank, with chief executive Derek Wanless 


This is a significant change 
for NatWest. which two years 
ago was uncertain of whether 
it would retain NatWest Secu- 
rities. its broking business. It 
had suffered from publicity 
over County NatWest’s 
involvement with Blue Arrow, 
and two Department of Trade 
and Industry inquiries. 

Mr Derek Wanless. Nat- 
West's chief executive, said 
yesterday that NatWest Mar- 
kets was “more than exceeding 
tiie required return” from Nat- 


West which is now to makp a 
17.5 per cent post-tax return. 
Even discounting the excep- 
tional trading profits, he 
expects it to be above the bar- 
rier. In fact, staff were told yes- 
terday that treasury profits 
were marginally higher than 
the last half of 1992. while capi- 
tal markets had gained much 
more strongly. Equities moved 
back into profit after a second 
half loss, while profits in cor- 
porate finance fell from the 
same period. 


The crucial problem in 
investment banking that Mr 
Owen has been trying to 
address is that much of large 
corporate lending has been at 
too fine margins to be profit- 
able. Banks have to persuade 
corporate customers to give 
them other business such as 
debt and equity raising, or 
treasury, to make money. 

Mr Owen said that NatWest 
Markets now has systems in 
place that allow it to calculate 
the overall value of customer 
relationships. “Of course, it is 
impossible to get down to the 
last penny in things like for- 
eign exchange trading, but we 
broadly know that we are in 
the right ball park.” he said. 

In practice, this review has 
produced some shocks. Mr 
Owen estimates that only SQ0 
of 1,300 large corporates are 
clearly producing healthy prof- 
its. He is working on the other 
500 to raise earnings. He t alks 
of “appalling" one large cus- 
tomer by showing quite how 
unprofitable the business was. 

NatWest Markets has a stiff 
task in producing the required 
capita] returns because 31.5 per 
cent of the bank's £L06.5bn 
risk-weighted assets are 
attached to the business. This 
means that it will have to con- 
tinue to produce high non-in- 
terest income to make sure 
that lending is worthwhile. 

However. Mr Owen believes 
that NatWest Markets' capac- 
ity for distribution of loan and 
equity capital through its large 
securities operation will beat 
smaller competitors. 

The bank's size may require 
large returns, but it can also be 
used to throw some weight 
around in an overcrowded mar- 
ket. 


Illingworth Morris and 
Woolcombers push ahead 


By Daniel Green 

ILLINGWORTH Morris and 
Woolcombers Group, both part 
of a textiles empire controlled 
by Mr Alan Lewis, yesterday 
reported gains in pre-tax prof- 
its and turnover for the year to 
March 1993. 

Turnover at Woolcombers, 
where a planned flotation was 
abandoned a year ago. rose 
from £24.8m to £27.3m. Pre-tax 
profits were up from £2.95m to 
£3. 05m. 

At Illingworth Morris. Wool- 
combers’ parent, consolidated 
pre-tax profits rose from 
£lJ9m to £1.9m on increased 
turnover of £57. 7m. against 
£48 .3m in the previous 
year. 


An extraordinary item of 
£541.000 (£123.000) represented 
costs relating to the postponed 
flotation of Woolcombers. 

Exceptional items of £112.000 
(£190.000) partly reflected 
redundancy and reorganisation 
costs less profits on disposal of 
surplus properties. 

“Cost reduction measures 
were implemented during the 
year and a major amount of 
reorganisation was undertaken 
so as to place the group in a 
stronger position." said Mr 
Lewis. 

Illingworth Morris was taken 
private by Mr Lewis in 1989. 
five years after he won control 
from the widow of actor James 
Mason after a long series of 
court battles. 


Trinity back on takeover 
trail with Woodhead deal 


By Raymond Snoddy 

TRINITY International, 
publisher of the Liverpool 
Daily Post and Echo, has 
returned to the takeover trail 
with a £l2.Sm recommended 
cash offer for Joseph Wood- 
head of Huddersfield. 

The independent private 
company publishes and prints 
the Huddersfield Daily Exam- 
iner. a daily with a circulation 
of some 40.000. 

It also owns a number of 
local weekly and monthly titles 
and a small’ retail and commer- 
cial stationery business in 
Huddersfield. 

The acquisition comes less 
than a month after Chester- 
based Trinity agreed to buy 26 


local newspapers of the Argus 
Press group in a deal worth 
£23m. 

The Argus deal, which will 
be examined by the Monopolies 
and Mergers Commission, 
takes Trinity into the south of 
England newspaper market for 
the first time. 

Trinity, which has been 
intent on expanding its 
regional newspaper interests, 
will fund the Huddersfield 
acquisition from existing 
resources. 

The company owns local and 
regional newspapers in 
north-west England. North 
Wales. Canada and the US. 
Last year it bought Scottish 
and Universal Newspapers 
from Lonrho for £4om. 


REPUBLIC OF PARAGUAY 

MINISTRY OF PUBLIC WORKS AND 
COMMUNICATIONS 
UNDER SECRETARIAT OF PUBLIC WORKS 

AND COMMUNICATIONS 

DEPARTMENT OF COUNTRY ROADS 
NATIONAL COUNTRY ROAD PROGRAM, 

FIRST STAGE 

LOAN AGREEMENTS 
Nos. 744/OC-PR AND745/OC-PR 
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Commercial Property 

appears every Friday ia the 
Financial Times 

For lull details please call 

Dominic Morgan in London 

on 071 873 3211or 
JoAnn Gredell in New York.on 


TENDER NOTICE 


UK GOVERNMENT 
ECU TREASURY BILLS 

For tender on 10 August 1993 

1. The Bank of England announces the issue by Her 
Majesty's Treasury of ECU 1,000 million nominal of UK 
Government ECU Treasury Bills, for tender on a 
bid-yield basis on Tuesday, 10 August 1993. An 
additional ECU 50 million nominal of Bills will be allotted 
directly to the Bank of England. 

2. The ECU 1 ,000 million of Bills to be issued by tender 
will be dated 12 August 1993 and will be in the following 
maturities; 

ECU 200 million for maturity on 16 September 1993 
ECU 500 minion for maturity on 11 November 1993 
ECU 300 million for maturity on 10 February 1994 

3. All tenders must be made on the printed application 
forms available on request from the Bank of England. 
Completed application forms must be lodged, by nand, 
at the Bank of England, Securities Office, Thread needle 
Street, London not later than 10.30 a.m., London time, 
on Tuesday, 10 August 1993. Payment for Bills allotted 
will be due on Thursday. 12 August 1993. 


4. Each tender at each yield for each maturity must be 
made on a separate application form for a minimum of 
ECU 500,000 nominal. Tenders above this minimum 
must be in multiples of ECU 100,000 nominal. 

5. Tenders must be made on a yield basis (calculated 
on the basis of the actual number of days to maturity 
and a year of 360 days) rounded to two decimal places. 
Each application form must state the maturity date of the 
Bills for which application is made, the yield bid and the 
amount tendered for. 

6. Notification will be despatched on the day of the 
tender to applicants whose tenders have been accepted 
in whole or in part For applicants who have requested 
credit of Bills in global form to their account with 
Euro-clear or CEDEL Bills will be credited In the 
relevant systems against payment For applicants who 
have requested definitive Bills, BiHs will be available for 
collection at the Securities Office of the Bank of England 
after 1.30 pjn. on Thursday, 12 August 1993 provided 
cleared funds have been credited tc the Bank of 
England’s ECU Treasury Bills Account No. 59005516 
with Lloyds Bank Pic, International Banking Division, PO 
Box 19. Hays Lane House, 1 Hays Lane, London SE1 
2HA_ Definitive Bills will be available in amounts of 
ECU 10,000, ECU 50,000, ECU 100,000, ECU 500,000, 
ECU 1,000,000, ECU 5,000,000 and ECU 10,000,000 
nominal. 

7. Her Majesty's Treasury reserve the right to reject any 
or part of any tender. 

8. The arrangements for the tender are set out in more 
detail in the Information Memorandum on the UK 
Government ECU Treasury Bill programme issued by 
the Bank of England on behalf of HerMajesty’s Treasury 
on 28 March 1989, and in supplements to the 
Information Memorandum. All tenders will be subject to 
the provisions of that Information Memorandum (as 
supplemented). 

9. The ECU 50 mltfion of Bills to be allotted directly to 
the Bank of England wHl be for maturity on 10 February 
1994. These alls may be made available through sale 
and repurchase transactions to the market makers listed 
in the Information Memorandum (as supplemented) in 
order to facilitate settlement 

■-10. Copies of the information Memorandum (and 
•supplements to ft) may be obtained at the Bank of 
England. UK Government ECU Treasury Bills are Issued 
under the Treasury Bills Act 1877, the National Loans 
Act 1968 and the Treasury Bills Regulations 1968 as 
amended. 

Bank of England 
3 August 1993 


VOGELSTRUISBULT METAL 
HOLDINGS LIMITED 

imcotporaroa n UK ftjpuo fc d Sc-jD' Africa) 

(ftfgcua Dun No OfirCUreCtt 

INTERIM REPORT 


CONSOLIDATED INCOME STATEMENT 

' Sb Months 
ended 
30 June 
1993 

Revenue 


■So Months 


income from rmwrwtt 

Suptus raoJteabon o< investments 

Sun«*y 


Expenatture 

Adnwvstratton and general 
knerest 

Amourta wmaen on nvesanents 

ProAt before tax 
Tex 

Prare aftertax 

Earn tags per share - cents 
Ondencta - p«r mn - cents 

- absortang- ROOO 

- times awered 


CONSOLIDATED BALANCE SHEET 


3900 
740 
59 

4599 

■JM 


30 June 
1992 

3 588 

68 

438 

4 094 
397 


*»6 : 

[ 397* 

43 

1 : 


Year 
ended 
31 Dec 
1992 

8 607 
68 
889 

•3344 
2662 
eaTl 


4 210 
__I06 

4^102 

22 
15 
2 7S9 
1.5 


•At 
30 June 
1993 
ROOO 

52 466 
! 76« 


3 897 
3 

J694 

20 
IS 
2 758 
1.3 


•At 
30 June 
19&2 
ROOO 

51 49Q 
J 112 


6682 
3 

JS_679 

36 

35 

6438 

1.0 


At 

31 Dec 


49 63S 
4 279 


Casti 

Other current assets 
Less current kabJHws 


Share capital 
Reserves 





5 790 | 

6006 


8096 


199t”| 


f 2~roa 1 


Pa 504] 


3799 


[ 3298 | 


! 4 592 j 


2968 


2684 


3817 






Invi 

i 


-tMfcstvakie 
- Eteess over book vakie 


9448 

45812 


54 486 
18 505 


- Booh value 
Unlisted - Book value 

Shaes n asue unchanged a: IS 333 600 
Net assets (as valued] 
oar share -cents 

-Uoudaad 


9 448 
45 183 


62 325 
27 311 

35014 
18 485 


9448 

44 470 


44 153 
10 999 


33 154 
16 485 


976 


NOTES: 

1. Dtadena The trial tfmaena No 92 at 20 ceres per share, n reswa a> ttw year ended 
31 DacemMr 1992. absorbing R3 879 000. raa (Secured on 14 Jahusv 1993 and paid on 
J4 February 1983. 

2. Investment*. During the am months to 30 June 1993, rhe Oouo Wo>*ed then rights to 
subecrfce lor 378 030 new ihwes M Northam ftrikun umsed at s cost cl Rs8 rMtgn. 
6j»equ*Tay. me Group took the appcrtuKy at cofeng 103 900 ot meee snares, aa vel es 

138 900 aharea et Nm W4a Lureied. 

3 Prospects. Profits (bring the talmr hall ot the cum** finarwl year iandn deoendenl on 
cool ad baaa metal pncea nrconed by those comporva ohcti toon a SteBtamU portion a) 
Ms company’s etvestmant* awuM tease ecnarew at Cunsnt levels. 4 a untively that there 

i»a be mucnenprovnwrepflte second hal t yap CBmp nied vahthDlWIua 

DECLARATION OF INTERIM DIVIDEND 
Dotterel No. 93 ol 15 ceres per store has been dscUrvd ai Setfh AIncan cwrency. payable to 
msmoers regotsred a ihe case d uaness on 27 August1993 
Warrants pavstfa on 22 September 1 693 nd be posted on 21 September 189J 
Senteie coxeiiva rsfcntng la the payment al ensdends are oManaBle at the jhw* Psrisler 
offices and Ute London Office d die company. 

The i epsb^d members vrfl be dosed Sun aBAupafia 3 beptenttr 1983. inckciva 

On tidutf ol the boars 
AJWngre ) 
fChornwiJI Dnctn 
MJTagg 1 

Unced tungdom Repsuar 

Bratt«afVi0em 
Bcwne House 
34 Bedarftem Road 

Beckempn. Korn BR3 4 TU 


flegt ste ied ana 

Head Ones 
75 Fm Street 
Jchsmaahuq 2001 

OAugusi 1 993 


London Olttce: 
QieencttalHaae 

fronds Street 
London SwiP iOH 


A Member d the GcU Rates Oram 


NEW WITS 
LIMITED 

i irmcrpcraua m me cv Seum Afr.c3) 

i^eg’Stration No 05.-C4322/C6) 

PRELIMINARY ANNOUNCEMENT OF RESULTS 

Year 
ended 
3D June 
1983 
ROOO 


15 796 
16139 
90 

32 025 

2702 


Year 
ended 
30 June 
1992 
ROOO 

18048 

1 705 

73 

20 426 

2 771 


1 744 
272 
686 


1 546 
121 
1 104 


29 323 
319 


29 004 
48 


29 052 
28 956 


17655 


17 655 
68 


17 723 
17 675 


Revenue 

Income from kivestments 
Surplus on realisation of investments 
interest and sundry 


Expenditure 

Administration 

Amounts written off investments 

interest 

Profit before tax 
Tax 

Profit alter tax 

Unappropriated protit, brou^il forward 


Less: 

Dividends declared 

interim I7c(17ci 
Final 35c (35c) 

Transfer to reserves 

Unappropriated profit earned forward 

Earnings per snare - cents 

Dividends per snare - cents 

Times dividends covered 

Net assets (as valued) per snare - cents 


DECLARATION OF FINAL DIVIDEND 

Diwdend No. 65 o» 35 cents per share in respect ol the 'rat ended 30 June 
1993 has been declared in South African currency, payable to members 
registered at the dose Ot business on 27 August 1993. 

Warrants pavadfe on September 1993 will be posted on 21 September 
1993. 

Standard conditions relating to tne payment of dividends ate obrainable 
from the share transfer offices and the London Office of the company. 

The register of members will be closed from £8 August to 3 September 
1993. inclusive. 

By order of the board 
per pro GOLD FIELDS CORPORATE SERVICES LIMITED 
London Secretaries 
SO Dunning. Secretary 


15 930 


15 930 

5 208 
10 722 

5 208 

10 722 

13 026 

1 745 


96 


48 


95 

58 

52 

52 

1.8 

1.1 

1 752 

1 395 


Registered and 
Head Office: 

75 Fox S treat 
Johannesburg £001 


London Office: 
Green coat House 
Francis Street 
London swip iOH 


United Kingdom Registrar. 
Barclays Registrars 
Bourne House 
34 Beckenham Road 
Beckenham, Ken I BR3 4TU 


3Augusf 1993 


A Member of me Gold Fields Group 


FUTURELINK 


Th*fatloal. mo-il r«1i*bl*. co** «fl«clivc 
and NEWS s*rvic«s available! vi 


roal-iim, FUTURES. FORGX 
FM within London. 


LONDON 
-071 972 9779 


CALL HYETROX ON 


PARIS 

01 40 41 93 43 


;a. 


w 


w 


sVTWgr^tv; -■ 


-IV" 







mia PSH<a»K , «HPse-nifE‘>« 
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GOLD FIELDS PROPERTY 
COMPANY LIMITED 


iMCC'B'TChtt in m-> F e'-oCid <■1 S.*i.'*i Afrrcj' 

■ A.’g=s;rjiyy> nudi.j rO-'d 06 > 


INTERIM REPORT 

CONSOLIDATED INCOME STATEMENT 


Deferred liabilities and picvtucrs 

838 

690 

830 


74 086 

74 604 

74 574 

Investments 

Listed 

” 



- Mai ket value 

36 900 

27 665 

22 603 

- Excess over book value 

21 160 

7 646 

2 843 


— 

— 

- 

- Book value 

17 720 

19 959 

19 760 




■u— 

Unlisted - Book value 

760 

787 

787 

Shares in unchanged ai 10 22~ 350 

Net assets las valued) 




per share - cenu 

1 32.S 

1 

1 uao 


' -Six mantas 

-Sr* months 

Year 


endud 

ended 

ended 


30 June 

30 Juno 

31 Dec 


1993 

1992 

1993 


ROOQ 

ROOQ 

FWOO 

Revenue 




Income from rent and sale ot txopvriY 

4 951 

3 S27 

6 219 

Surplus an rejfcsauon of (r-.vestmeu;* 




and fixed assets 

364 

1 475 

2124 

Income trom other sources 

369 

456 

1 648 

Income from Investments 

486 

518 

1 308 


6070 

5978 

13299 

Expenditure 

2354 

1 555 

3910 

AdrrhntstraiKHi and general 

1 JJ6 


1 2-14 


3 075 

Merest 

910 


151 


6*5 

Amounts written off 

- 


- 


190 

Profit before lax 

3 716 

4 621 

9389 

Tax 

1 481 

1 88U 

3356 

Profit after tax 

2ZSS 

2 741 

6 CXi 


— 

■ ■ 



Earnings per 3fiare - cents 

22 

27 

59 

Dividends - per share - cents 

18 

18 

50 

- absorbing - R&00 

1 640 

1 840 

5 112 

- tinus covered 

1.2 

1.5 

1.2 

CONSOLIDATED BALANCE SHEET 





■At 

-At 

At 

30 Juno 

30 June 

31 Dec 


1993 

1992 

1992 


ROOD 

ROOO 

ROOO 

Fried assets 

71 4S9 

52 938 

65056 

Investments 

16 491 

26 746 

20 5J7 

Land ard township deveupraen-. 

4 077 

5 725 

52*2 

Net current asset&'liiabttrties) |18 Oul) 

(4 5051 

(16 3211 


Current assets 
Less : Current liabilities 


Other 


1 692 
20 759 


IS 193; 

sseoi 


2 520 
T 325 


2211 

18532 


It *60| 
| " 0~2| 


7*998 


Share capital 
Reserves 


256 
73 901 


7* 157 


73 722 


73 744 


* Unaudited 


NOTES: 

1. Dividend. The Tmal dividend No. 140 of 32 cents per share. m respect ol the 
year ended 31 December 1992. absorbing R3 272 000. was declared on 
14 January 1933 and paid on 24 February 1993. 

2. Realisation o! Investments. During the sj* months to 20 June 199J. the 
company look the opportunity of selling 226 700 shares in Ejat Dagga!on:eln 
Mines Limited- It is anticipated that there will be furtnor sal-tJ cl cr.eitfr.er.ts i.i 
the latter halt ol me cu-rsnt fmanctJ year m outer to reduce the o-.ec draft 

3. Midrand Hold. Negotiations were successfully concluded with a ite * Krunl lor 
the lease ol the note! and the official opening was held on 16 July 1993. 

4. Prospects. It is anticipated that consolidated net eorr.rgs for the loner hall ol 
the current financial >«ar v,d exceeo U«so oi the first halt, eaobiir.g the di-.ide.id 
tar the whole year to be maintained at Iasi year's level. 


DECLARATION OF INTERIM DIVIDEND 

Dividend No. 141 of 18 cents per share has been declared in South Alncan 
currency, payable to members registered at Ihe dose ol busnes3 on 27 August 
1993. 

Warrants payable on 2 2 September 1393 witf be posted on 21 September 1933. 

Standard Conditions relating lo the payment of dividends are obtainable ai the 
share transfer offices and die London Office ol the company. 

The register ol members wiR be dosed from 28 August to 3 September 1992. 
inclusive. 


On behalf ot the board 


MJTagg 1 
(Chairman) > 
A J Wright J 


Direct: :s 


Registered and 
Head Office: 

75 Fo* Street 
Johannesburg 2001 


London Office: 
Greencoai House 
Francis Street 
London SW1P 1DH 


United Kingdom Registrar 
Barclay 5 Registrars 
Bourne House 
34 Beckenham Read 
Beckenham. Kent BR3 4TU 


3 August 7993 


A Member of the Gold Fields Group 
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DMT 

«™ 
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UM 

CKWI 

crwfth 

0030 

2058 

1848 

1845 

0100 

18JJ3 

1811 

1811 

0130 

16.03 

1811 

1811 

cm 

1801 

1811 

16.11 

0230 

1801 

1811 

1811 

0900 

1801 

I8T1 

18 11 

0330 

1901 

1811 

1811 

0400 

1801 

1811 

1811 

0430 

1801 

1811 

1811 

OSH 

1801 

1811 

1811 

0800 

1901 

1808 

1809 

0800 

3800 

1809 

18 09 

ouo 

330Q 

1807 

1807 

0700 

3100 

22-24 

2568 

0730 

3800 

2840 

49.18 

0000 

2QB5 

2542 

2598 

0830 

3521 

2564 

2368 

0000 

2873 

3838 

2897 

0300 

27.94 

2809 

31.72 

1000 

3899 

4811 

31.77 

1030 

2898 

2814 

JU11 

itao 

319T 

31.78 

3562 

1130 

32.67 

32.08 

3532 

120a 

32.87 

4834 

*4.52 

1230 

3287 

4830 

44.47 

1300 

KL67 

4808 

*4.16 

1330 

27.94 

27.83 

3158 

1400 

2591 

3)33 

23 85 

1400 

2581 

2588 

29L4B 

7S00 

2591 

2588 

2847 

1530 

2861 

2590 

2847 

1800 

2891 

2801 

29 50 

1530 

2551 

3237 

3881 

1700 

2861 

3898 

4094 

1730 

3857 

3862 

4878 

1800 

3887 

3883 

4063 

1830 

4466 

K49 

.'9-33 

1900 

0899 

2540 

28.90 

1830 

2834 

2540 

2862 

S0G0 

2845 

2540 

2500 

2030 

2822 

24 31 

2767 

2100 

2422 

24 CO 

27.48 

2130 

3830 

31.44 

3511 

2200 

38 GO 

GSC0 

5667 

2230 

3803 

44 CC 

4767 

2SC0 

2822 

44 DO 

4555 

2330 

22.10 

23.30 

2050 

3400 

20.81 

1854 

18 64 
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Mortgage Funding 
Corporation No.4 PLC 

(Incurpuriml in EneLnJanJ 
Wales with limited liability under 
teyiitered number 2 133*115 1 

Dual-Class 
Mortgage Backed 
Floating Rate Notes 
Due 2035 


Class A-I £100,000,000 
Class A-2 £100,000.000 


for the interest period 30th July. 
l°$3 to ZWth October. 1943 rhe 
Class A-I no res will bear inter- 
est .it 6. 24Ct>3 f, t. per annum. 
Intense payable on 29th Octo- 
ber, 1993 will .i mount to 
£637.91 per £41.002.00 note. 
The Class A-2 nores will bear 
interest of 6.44063% per an- 
num. interest payable on 29th 
Oooixr. 1993 will amount to 
£1,605.75 per £100,002 r*w. 


B 


Bonkcr»Trjjt 

Cumy an v, Loudon A;cni8«tk 


Weekend FT 

Residential Property 


Each Saturday the 
Weekend FT reaches an interna- 
tional market of approximately 
one million readers. 
Capitalise on the FT s connec- 
tions to sell 
vour property. 

For further information on 
London property advertising 
in the Weekend FT 
contact: Emma Stevenson 
Teh 071 373 4396 
Fax: 071 673 3396 
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COMPANY NEWS: UK 


T? 


Unlikely springboard for European growth , r k 




By Christine Buckley 


JAMES BROWN will be the first 
entertainer not wearing football 
boots to play at the New Loudon Sta- 
dium. 

The veteran soul singer appears at 
the end of this month by arrange- 
ment with Ogden Entertainment Ser- 
vices of New York, one of the world’s 
biggest marketing companies. 

Ogden, which manages 110 venues 


In the US and Canada, has found its 
springboard to a European stadia 
operation in New Cross, south. Lon- 
don, the home of Millwall Football 
Club. 

The US group, whose only other 
European operation is baggage han- 
dling at Gatwick Airport, is at the 
start of a vigorous European cam- 
paign in entertainments. 

Last month it agreed a 20-year con- 
tract to operate Manchester's new 


Olympic arena and it is in the final 
throes of arranging a deal concerning 
a new stadium in Kirklees, West 
Yorkshire. Several other projects are 
under negotiation including plans for 
Germany and Belgium as well as fur- 
ther schemes for the UK. 

Mr Frank Russo, Ogden’s vice pres- 
ident for international operations, is 
excited about the Millwall venture. 
He is unworried about the dab’s for- 
mer reputation for supporter violence 


or the ground’s location in an area of 
south London considered In need of 
regeneration. “The area has a reputa- 
tion that is based more in perception 

than truth," he said. 

The link-np between Ogden ana 
Millwall arose from an association 
between Mr Peter Mead, vice-chair- 
man of the football club, and chiefs 
at Ogden. It has resulted in the 10 
year management deal under which 
Ogden will take full responsibility for 


non-football events and take a share 
in catering and merchandising. 

Mr Russo sees the UK at a market 
r eady to be tapped. Apart from «». 
tozners clamouring to be treated 
••with more kindness’', be ate sees 
potential for more stadia. "There 
needs to be more of a circuit tn the 
UK." he said. 

The foothold Ogden has made at 
Min wall will soon be coosoUdafed by 
plans for a permanent UK base. 


Lions roam from Den to seek long-term safety 


T HERE are too many pro- 
fessional football clubs, 
believes Mr Reg Burr, 
chairman of Millwall. "You 
could get rid of about 25 clubs 
hanging on by their finger- 
tips." 

Millwall. the first division 
team, is now not one of them. 
Tonight the south London side, 
owned by USM-quoted Millwall 
Holdings, opens a £l55m mul- 
ti-purpose stadium, built - 
remarkably given the compa- 
ny's £12ui market value - with- 
out recourse to debt 
The compauy has had a 
rocky ride on the Stock 
Exchange and the club has 
long been dogged by the repu- 
tation lor violence of its sup- 
porters. 

But, Mr Burr reckons, the 
stadium's inaugural match, 
between Millwall and Mr 
Bobby Robson's Sporting Lis- 
bon. will mark a turning point 
in the club's lOS-year history 
and oue which he thinks will 
guarantee football at Millwall 
for at least 75 years. 

Millwall Holdings was 
floated on the USM in lifts at 
20p a share. It started trading 
in profit, but in 1990 a combi- 
nation of relegation from the 
then First Division and an 


CE Heath 
raises £21m 
in share sale 


CE HEATH and CE Heath 
International Holdings yester- 
day aimounced the successful 
completion of the placing 
of 32.4m HJH shares beld by 
Risk Management Holdings, a 
wholly owned subsidiary of 
Heath. 

HIH is the Australian hold- 
ing company which owns 
Heath's underwriting 
operations in Australasia and 
the Pacific Basiu and was, 
until its flotation on the Aus- 
tralian stock exchange in June 
1992. a subsidiary of Heath. 

Following its listing Heath’s 
interest was reduced to below 
50 per cent. Yesterdays plac- 
ing left the insurance broking 
group with just 25 per cent of 
the company. 

The shares have been placed 
by MacQuarie Equities with a 
number of institutional inves- 
tors worldwide at AS1.40 
apiece, against their last 
traded price of AS 1.42. 

The placing will raise some 
£21m before tax, against a book 
value at March 31 of about 
£14. 3m. Of the net proceeds. 
£llm will be used to reduce 
bank borrowings. The balance 
will be used to fund expansion. 


Pacer incurs 
$235,000 loss 


Pacer Systems, the US-based 
electronics group traded on the 
USM, incurred a pre-tax deficit 
of $235,000 t £157,000> for the 
half year to June 30. That com- 
pared with previous profits of 
$320,000. 

The company said it expec- 
ted to return to profit in the 
second half. 

Turnover slipped to $14 -Ira 
«S14.5m). Losses per share 
emerged at 3 cents lean tings 4 
cents). The interim dividend is 
held at 3 cents. 


CU Environmental 

assets improve 


CU Environmental Trust 
returned an attributable profit 
of £29,000 for the six months 
ended June 30, compared with 
£92.000 for the three mouths to 
end-June 1992. 

Earnings per share for the 
half year emerged at 0.l8p 


BRITISH BIO TECHNOLOGY 
has sold British Bio-Technol- 
ogy Products to Tec fane Corpo- 
ration for $Z.Sm (£1.5m) cash, 
its approximate net asset value 
at June 30. and a warrant to 
buy 50,000 Techne shares. 

CML MICROSYSTEMS has 
acquired Applied Technology' 
lUK) through its Microsense 
Systems subsidiary. The pur- 
chase price was not disclosed. 
CRESTACARE has received 
applications in resect of 39.7m 
of its 63.2m open offer, with the 
remaining 43.5m offer shares 
being taken up by institutional 
&r«a other investors of Credit 
Lyonnais Laing. The company 
also announced the resignation 
of Mr Brian O'Connor as chair- 
man. He is succeeded by Mr G 


Christine Buckley on Millwall Football Club’s move to a new home 



• Asfcfcy /UftoMXXj 

Waiting for the kick-off: Millwall’s new stadium which, it is hoped, will develop a life of its own 


ill-fated foray into the pubs 
business with the £10m pur- 
chase of Tavern Leisure took 
their tolL 

The company tumbled into 
loss with a pre-tax deficit of 
£2.67m in the 10 months to end 
of May 1991. Losses have since 
been cut with Ihe disposal of 
the pub chain, but Millwall has 
yet to return to profits. 

The shares now stand at 

4‘«p. 


Even before these troubles, 
the club had decided it must 
move to a new ground if it was 
to survive. 

Now the club, nicknamed the 
Lions, has left its Den. the old 
club ground, much to the dem- 
onstrated distress of fans, to 
roam Senegal Fields, the site of 
its new borne, New London 
Stadium. 

Although only half a mile 
down the road, it promises to 


be a world away from the old 
Millwall terraces. 

Much of the cash for the new 
stadium came from the sale of 
the Den, a £3 2m rights issue 
this spring, and grants from 
the Football Trust and Lewi- 
sham Council, Miliwall's local 
authority. 

Tbe Den’s sale to Fairview 
New Homes, the housebuilder, 
yielded £5.2m. The Football 
Trust awarded a grant of 


NEWS DIGEST 


(0.53p for period). Net asset 
value per share in the first six 
months rose by $.4 per cent to 
1 LU.9p. 


Gre&i Property fails 
to {£860.000 


The timing of asset sales con- 
tributed to a fall in pre-tax 
profits at Green Property from 
lil.Olm to I £660.000 i £805.000) 
for the sue months to June 30. 

However. n>; assets per 
share advanced from ISip to 
194p over the six months, due 
mainly to the appreciation of 
sterling. 

Earnings per share were 
3.77p (4.39p>. The interim divi- 
dend is unchanged at 1.2p and 
the company expects that the 
full year payment will be at 
least maintained at 3.Sp. 


The business being disposed 
of is an importer of olives, 
olive oil. pasta and tomato 
products. Unimerchants’ 
remaining business, the distri- 
bution of imported canned 
fruit and vegetable products, 
will be integrated with Fisher 
Quality Foods. 


material in relation to Court- 
aulds Textiles’ net assets. 


Capita makes £4m 
software acquisition 


Unigroup gets £15m 
for Pharos stake 


Farringford accounts 


Unigroup, the timber and 
building materials group, will 
receive £l4.Sm from Antah 
Holdings, one of its sharehold- 
ers. for Its outstanding 60 per 
cent stake in Golden Pharos. 

Unigroup announced earlier 
in the year it was floating 35 
per cent of Pharos on the 
Kuala Lumpur stock exchange. 
Dealings of 17.5ni shares will 
begin on September 13 at a 
price of M$1.9m each. 


Capita Group, which provides 
services to the public sector, is 
to acquire West Wiltshire Soft- 
ware, a division of West Wilt- 
shire District Council, for £4m 
cash. 

The council has also 
awarded Capita a £3m contract 
to manage its computer facili- 
ties until March 31 1997. 

West Wiltshire Software had 
income of £4.9m in the year to 
April 5 and generated profit of 
£3.lm. 


Abtrust Scotland 
net assets ahead 


may be qualified 


Farriugford. the former soft 
drinks manufacturer which 
now has the Farriugford Hotel 
on the Isle of Wight as it s only 
active - and profitable - sub- 
sidiary. turned in accounts for 
the year ended February 26 
which it is anticipated will be 
qualified on a going concern 
basis. 

The loss for the year was 
£655,000 - against a deficit of 
£2.29 for tbe previous 14 
months - after exceptional 
items of £317.000 (£1.27 tn) and 
before making any allowance 
for the possible earn-out from 
the disposal of Alpine Soft 
Drinks <UK>. 

The deficiency of sharehold- 
ers’ funds of £167.000 on Febru- 
ary 28 was corrected with an 
injection of £300,000 cash from 
convertible redeemable prefer- 
ence shares. 

Losses per share came out at 

2.i>p (16. ip). 


Senior management 
changes at Archer 


AJ Archer, the listed Lloyd's 
agency, has announced a reor- 
ganisation of senior manage- 
ment and the closure of two of 
its 19 syndicates. 

Mr Richard Maylam will 
stand down as chairman of AJ 
Archer Holdings in order to 
focus on his primary responsi- 
bility as underwriter of syndi- 
cate 270. Mr Brian Keliett will 
become executive chairman 
and Mr Ralph Sharp will be 
group managing director. 

Syndicate 697 will merge 
with syndicate 741 for the 1994 
year of account. Syndicate 256 
will cease to underwrite from 
1994. AJ Archer & Co. one of 
two managing agents in the 
group, will be renamed Tower 
Underwriting Agents. AJ 
Archer Holdings will be 
renamed at a later stage. 


Albert Fisher 
£2m disposal 


Spanish lace buy for 
Courtaulds Textiles 


Albert Fisher, the iood process- 
ing and distribution group, has 
sold certain of the assets, lia- 
bilities and business of ITni- 
merchants to a management 
buy-in team. 

The net assets being dis- 
posed of have a value of £2m. 
The management team was 
advised by MMD Corporate 
Finance, while equity finance 
was provided by 3i and Baron- 
smead. Debt finance was pro- 
vided by the Bank of Scotland. 


Courtaulds Textiles is acquir- 
ing for cash tbe share capital 
of Caller rberica of Spain and a 
aster company, Texicolor. 

Galler Is the market leader 
in Spain and Portugal in ras- 
chel and jacquard tronic laces, 
and exports about half its pro- 
duction, mainly to other Euro- 
pean countries. 

The aggregate turnover of 
the acquisitions will be about 
£l4m in 1993 and net assets at 
December 31 1992 were about 
£7m. The consideration Is not 


Abtrust Scotland Investment, 
an investment trust which con- 
centrates its portfolio on 
unlisted Scottish companies, 
reported an undiluted net asset 
value of 34.3p per share as at 
May 31, a rise of 6.5 per cent 
over the year. 

Mr Calum Macleod, chair- 
man, said that the trust’s net 
asset value had risen, by 37 per 
cent over the past five years, 
against an advance of 123 per 
cent in the NatWest Securities 
Venture Capital Nav Index. 

A number of companies in 
the portfolio showed “out- 
standing performances" Mr 
Macleod said, notably Gramp- 
ian Television, Aberdeen 
Trust. John Wood, Seaforth 
Maritime, GRT and Scotcare. 
In contrast, the trust suffered a 
significant write-down in the 
value of its holding in Adam 
and Company, the Edinburgh- 
based private bank which 
recently disclosed losses of 
£3i m in unauthorised treasury 
transactions. 

Reduced dividend income 
and the early redemption of 
high-yielding preference shares 
by some companies left net 
revenue sharply lower at 
£139,993 (£258,645), equivalent 
to earnings of 0.42p (Q.77p) per 
share. Nevertheless, the divi- 
dend is maintained at 0.6p. 


Correction 

N’humbrian Water 


Northumbrian Water has 
acquired Hambros Leasing 
(June), a small part of the 
Hambros Leasing portfolio. 
Hambros Leasing re mains a 
division of Hambros Bank 


NEWS IN BRIEF 


Hart, deputy chairman. 
FERnuMET GROuP. the 
USM-quoted metals trader, has 
accepted the resignation of Mr 
Roger Wain as chairman. The 
board said it continued to 
examine “a number of opportu- 
nities" for the future of the 
group. 

FILOFAX has acquired the 
goodwill of the organiser distri- 
bution business of Libris Media 
of Sweden for SKrl8m t£1.5m). 
In tbe year to April 30. Libris 
sold about SKrlSm of File-tax 
branded product and made pre- 
tax profit of SKr3.4m. 

FLAGS i ON* is to announce 
its delayed results for the year 
tu January 2l on August 5. 
while discussions about a "sig- 
nificant” transaction continue. 


FROGMORE ESTATES has 
received acceptances in respect 
of 12.12m new ordinary shares 
<96.6 per cent) offered in its 
rights issue. 

GRAMPIAN HOLDINGS’ 
French sports footwear and lei- 
sure wear subsidiary. Patrick 
International, has agreed a 
five-year business lease agree- 
ment with LJO International 
under which LJO Is granted a 
licence to use the Patrick 
brand name and trade marks. 
HIGGS & HILL has acquired 
Tellings from Eliis-Don (UK) 
for a nominal sum. 
KINGFISHER is to convert its 
8.5 per cent convertible unse- 
cured loan stock into fully paid 
ordinary shares of 25p at the 
rate of 46.119 ordinary for 


every £100 nominal of the stock 
c onve rted. 

OWEN & ROBINSON subsid- 
iary O&R Jewellers has been 
awarded £392.000 damages, and 
costs, in respect of legal action 
against underwriters and its 
former insurance brokers for 
refusing to indemnify after an 
armed robbery. 

STRATAGEM’S offer for Har- 
rison Industries has been 
declared unconditional. The 
company had received accep- 
tances for 97.9m shares or 78.7 
per cent. Stratagem has also 
received applications for 61.3 
per cent of its placing and 
offer, representing 4.1m new 

shares. The balance has been 
conditionally placed with insti- 
tutions. 


re-jin, the largest it has made 
to a league side. 

This was topped up by an 
extra allocation by the trust of 
£250,000, made to fund Taylor 
report requirements. This 
report written after the Hills- 
borough disaster in 1SS9. 
required football clubs to con- 
vert their terraces to seats. 

Lewisham Council, long-time 
sponsors of Millwall. provided 
£2. 6m. The stadium includes a 
community sports hall. The 
Senegal Fields site is owned by 
Lewisham and is on a 125-year 
lease to MiflwalL 

Various other sponsorship 
tie-ups and schemes make up 
the rest of the funding. Mill- 
wall has struck a 5-year mar- 
keting deal with Coca Cola and 
its kit will be sponsored by 
Seagram’s International, the 
drinks group. 

But the new ground is not 
just for football. Mr Burr is 
keen the stadium develops a 
life of its own beyond the foot- 
ball club, producing returns 
that will sustain the dub's 
development over the 
long-term. 

The stadium is designed to 


host pop concerts, bmetag, fe- 
rivais and other events aa well 
as Millwall matches. 

Ogden Entertainment Ser- 
vices win h a nd l e all oca-foot 
ball events under tn a 10-year 
arrangement, taking a manage 
menl fee and 2 percentage at 
the food and beverage sales. 
Mr Burr is adamant that with 
non-football events “we not 
taking a promotional risk*. 

He sees such off-field expan- 
sion as tbe only way for foot- 
ball clubs to prosper as fire 
soccer is an addiction fig 1 a 
diminishing number of people. 

It provides another, nspor 
tant source of income when 
clubs are suffering 
pressures on ' many tides, 
including falling gate receipts, 
rising transfer feet, and the 
expense of Lmp huneatfa g the 
Tbylor report. 

Clubs cannot afford a 
hand-to-mouth short-term oat- 
took. Mr Burr betorra, prim 
ing a grim picture af the faffing 
fortunes of football dubo thst 
is born from ailing local «coa> 
mies. 

“When t first came tato foot- 
hall 30 years ago it yttk att 
about n men locking..*. balL 
That was very nice bat S kat 
like that any more. It can^ha* 
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Allied-; 

£40m buy from Bass 


By PhBip Rawstome 


ALLIED- LYONS, the drinks, 
food, and retailing group, yes- 
terday strengthened its posi- 
tion in the UK’s growing 
take-home drinks market with 
the acquisition of the Augustus 
Barnett chain of off-licences 
from Bass for £4Qm cash. 

The deal will add about 550 
outlets to Allied’s Victoria 
Wine business, creating a 
nationwide estate of 1.510 
shops with an 8.0 per cent 
share of the £6bn market 

Whitbread’s Thresher chain 
is the present market leader 
with a 10 per cent share, 
closely followed by J Sainsbisy 
and Tesco, each with more 
than 9 pa- cent 


Mr Tony Trigg, chief, execu- 
tive, of Affied-Lyons Retailing, 
said yesterday that tho foe* 
tun. of the Augustus Barnett 
stops those of 

Victoria Wine. "Our initial 
inqvesBfla is that there will be 
very few. if any, shop closures. 
Indeed, we will continue to 
grow the estate." 

Bass will supply a range of 
its beer brands to the com- 
bined operation, which will be 
particularly strong in- London 
and south-east England, the 
north-west, and Scotland. 

Mr Ian Prosser, Bass’s dtair- 
man, said the sate reflected the 
group’s s trategy of focusing on 
its main business areas af 
brewing, international hotels 
and pub retailing. 
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TR Pacific net assets rise 


STRONG performances by 
south-east Asian stock mar- 
kets. particularly Hong Kong 
and Indonesia, contributed to a 
rise of 23.6 per cent in net asset 
value at TR Pacific Investment 
Trust over the six months to 
June 30. 

The figure of I41.7p com- 
pared with U4£3p in Decem- 
ber and 95.3p a year earlier. 

Net revenue unproved to 
£370,000 (£328,000) for earnings 
of 0552p (0.49p) per share. 

Plans to raise further equity 


finance have been under ’em* 
^deration since the begbadng 
ol July, but directors safeTthey 
were not proceeding UnmBdi- 
ately. 

The proposals will be Jug t 
under review. . 

• The trust continues to he 
optimistic on the region's 
growth prospects. The .over- 
heating economy in China may 
have a temporarily adverse 
effect on sentiment, bnt dlrec- 
tors see a good outforft fbr fan* 
ger term investment... 


UniChem buying six pharmacies 


UniChem, through its G Moss 
subsidiary, has acquired six 
pharmacies in the Manchester 
area from Waterloo Chemist 
and its subsidiary rampnnwi 

The maximum consideration 
for the acquisitions, rnrimtinp 
stock and other trading assets, 
is £7964150, to be satisfied by 
the issue of 340,903 UniChem 
shares and £2j»m in cash. 

The acquisitions, which have 
a combined turnover of more 


than £4m, brin g rimnhar of 
pharmacies owned b? StoB rto 
242. ........ 

• AAH, the pharmacenficBla 

distribution group, -has 
acquired two pharmacies, for 
an initial £567,500 frrcffih'and 
a further sum, not escesttes 
£90,000, relating fo aggregate 
net asset values. .. 

The aoqidsftkms axe lasgfoy 
Green in Crawley, Susses and 
M&J Barr in Chnffit .“ 
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Daewoo Heavy Industries ttd. 

US$ 40,000,000 . '.r 

3 per cent Convertible Baads 2001 .. 

NOTICE OF CONVERSION PRICE ADJUSTTMIOT 

Ihdu «ra ^Lid. ttafoaccord- 
^ Trost Deed dated 23rii : Mar 
9 ns ^ J? 8 <fecreased fircn Konan Woq 

199 ? ? ,ll ° P® share efeclwe 22nd jifr 

SsmSSr 1 }® 1 resulted from thefesaeaf new 
on which the details were published in'FfoaBaa* 
Times and Luxemburger Wort* dated^jidy.jm 

Daewoo Heavy industries 


Z'Zi ; 
2 

* £;■;:/ 


K— . .. 


1*1 , . 
|#« ■ 






•>< 




*>: 

iji. 

S V ' 

I 


V 

















Hth 


»*i; .... 

4u. 

•*"}f in«4f 

: ■**• j ; „, 

tU. ." 

iW. «. V . . 


1 h« 

tet-.z 

*r •...-. 

V:.. : . 




»* cnniir 
from B. 






**V'- V 


■r *..~. 





j^cu,. n ^ ^ DNBsDAv 

COMPANY NEWS: UK 


j^lggligP of sizeable profits 



rise, issued to dampen speculation 


YORKSHIRE Chen,iV»u 

JPecbng a profits inor^erf- 
at tat 20 per cent thfeyS? £ 
fto to dampen specnla- 

wtnch had sliced 5 per cerrtoff 

TJ? Lowe ’ chainaan. 

^ ^ share price 

r closed lS 

at 339 P - foHowing his 
wmmente over the severity of 
the European downturn Lid 
been unjustified upon close 
examination of the interim 
results published yesterday 

tntnTSv read in 

totality, should not be regarded 

as pessimistic . . . realistic, yes, 
taj^not pessimistic Mr. Lowe 

He said the UK group, which 
derives more than 90 per cent 
of Its sales from abroad, had 
come through the worst of the .. 
European recession: “We ftrinb 
we are through the bottom." 

As a result he said, “I would 
be disappointed if we didn’t 


advance pre-tax profit by 20 

.c® 11 * for. the .year as a 
wnoie . 

- 'The group anruMT^f^ a jj 
per. cent improvement in 
mterrm pre-tax profits to f&n, 
^rgely due to. the. effects of a 
weahCT pound. .Sales tor the six 
months to June 80 were ahead' 
*o P*r cent at £S5.6m. Stripping 
out exchange rate movements, 
I»e-tex profits were marginany 
a^ad at £5.4m on sales down 
£400,000 at £$0.5m. 

Mr Lowe said the group had 
aiflered a particularly difficult 
firet Quarter, when price cut- 
ting .of up to 2$ per cent had 

seriously depressed margins in 
the textile dyes business. How- 
ever, prices had stabilised by 
the second quarter, and the 
trend was expected to conthme - 
m the second b«w 

Yorkshire bad achieved “pro- 
digious growth" in both Aus- 
tralia and the US, Mr Lowe 
said, while sales in the UK 
increased as the group pene- 
trated new markets. 

The group expected further 
growth in 1994, as the five-year 


shares dip 



to reflect the £24m rights issue 
in March, rose by 8 per cent to 
9-SP- 

The interim dividend is 
increased to 2.6p (£5p). 


Phfllip Lowe: through 
worst of the recession. 


£42m capital expenditure pro- 
gramme launched in 1991 
begins to feed through. So far 
this year Yorkshire bad spent 
£&8m on increasing capacity, 
15 more cent more than last 
year. 

E ar nings per share, restated 


• COMMENT 

The lemming-like race away 
from Yorkshire which pushed 
the share price over the edge 
may have been slightly exag- 
gerated. Few can find fault 
with the management or the 
investment programme, which 
promises to increase capacity 
significantly by 1994. The real 
problem appears to lie both in 
the short-term and in the sec- 
tor as a whole, which shows no 
sign of recovery in the latter 
half of the year. Yorkshire's 
warning merely reinforced 
comments made by its col- 
leagues earlier this year. Fore- 
casts are for a near -30 per cent 
rise in profits this year to 
£l3m, albeit on the back of cur- 
rency gains. The rather 
dem and ing prospective p/e of 
18 falls to a slightly more rea- 
sonable multiple of 15 next 
year on profits of £1-L5m. 


Advance 
for two 
building 
societies 


By Philip Coggan, 
Personal Finance Editor 


Warning from Sherwood Computer 


By Paul Taylor 


SHARES IN Sherwood Computer Services 
lost almost a third of their value yesterday 
after the group warned that its first-half 
profits would be “substantially below" 
those for the same period last year. 

The shares, which reached a five year- 
high of 35Qp at the end of February but 
have since dropped shandy, fell by a fur- 
ther 63p yesterday after the profits wam- 
ing to close at I45p. 

The group, which, has developed special- 
ist software for the insurance and h on .**"* # 
finance markets, blamed the expected prof- 
its downturn on "the well publicised diffi- 
culties in the Lloyd’s market and uncer- 
tainties surrounding local government 
financing." 

Last year, the group reported pre-tax 


. profits of £1.75m for the six mnntiis to 
June 30, bolstered by lower interest costs 
and a £522,000 exceptional credit which 
oftset a £200,000 charge related to earlier 
difficulties in the Lloyd’s insurance mar- 
ket 

.The 1993 interim results have been 
brought forward and are now expected to 

be gnnnmirwri later this Tttrmth 

Mr Richard Guy, chairman, said the 
shortfall was largely attributable to the 
problems in the Lloyd's market which 
have resulted in reorganisations and con- 
tractions of agencies and the closure of 
syndicates. In particular, Sherwood has 
been badly affected by the reorganisation 
.at Sturge. the largest Lloyd's managiri^ 
agency. 

Mr Guy said this, together with the gen- 
eral uncertainty in the market, had 


resulted in a "drastic reduction" in soft- 
ware licence revenues at a time when 
Sherwood was customising its Sceptre 
software to meet the requirements of 
Sturge. 

Similarly, he said linrertainHes in local 
government financing caused by the 
replacement of the co mmuni ty charge 
with council tax had created a difficult 
environment for sales of Threshold. Sher- 
wood's public sector housing software 
product. 

Despite the setback, directors said the; 
remained positive about the group's 
prospects for the remainder of the 
year. 

"Substantial new contracts have been 
won which will have a positive effect in 
the second half and the company's 
finances remain sound," they said. 


Queens Moat : 
sets date for 
annual meeting 


Queens Moat Houses, the hotel 
group which is. in. talks.. with 
its banks about refinancing' its 
£lba of debt, said yesterday!! 
would hold its unwai meeting 
on August 28. 

However, becansettwotdd 
be unable to prepare accounts 
by that date, the meeting 
would be adjourned after 
"having considered such busi- 
ness as it is able to" and 
reconvened when the accounts 
were available. . 

The group said recentvatoa- 
tion work showed “a signifi- 
cant diminution" in its assets 
since December 31 which 
could result in a breach of tts 
borrowing powers. ..... 

A resolution to amend the 
borrowing powers would be 
put to the annual meeting. 


Law Debenture 
net assets rise 


Law Debenture Corporation, 
the investment trust, 
increased its net asset value 
by 1L8 per cent to 574£p in 
the six months to June 30. 

Net profits for the half year 
rose from £2.1m to £L27m and 
earnings per share Increased 
to 9 J9p (9-26p). 

The interim dividend is 
stepped up to &5p (6<25p), a 
rise of 4 per cent 

The board said that, subject 
to unforeseen cir cums tances, 
the final dividend would be 
not less than last year’s 

12 p. 


Hughes Aircraft sues GEC for 
$185m over radar system award 


HUGHES Aircraft of the US is 
suing GEC for 5185m (£124m) 
over the hotly-contested award 
of the radar' system for the 
European. .Fighter Aircraft in 
1990. Hughes d&ims that GEC 
misappropriated Information 
and. breached obligations to 
Hughes. .... 

The case centres on GECs 
£31(kn. purchase of the radar 
division of Ferranti in January 
1990. At the time, GEC was 
part of a consortium bidding 
for the EFA radar contract. 


using a Hughes radar system, 
the MSD 2000. The rival bidder 
was a consortium using a Fer- 
ranti system, tile ECR SO. 

. At the start of January 1990. 
press reports suggested that 
the Ferranti consortium was 
. ahead in the race, but that the 
European governments award- 
ing the contract were nervous 
of Ferranti’s financial condi- 
tion after the massive fraud it 
had suffered through acquiring 
I ntern ational Signal and Con- 
trol of the US. GECs purchase 


of the Ferranti business later 
that month had the effect of 
guaranteeing its financial 
standing. The contract was 
awarded to GEC/Ferranti in 
May of that year. 

Ilie Hughes suit, disclosed in 
GEC's latest report and 
accounts, also seeks a royalty 
on sales of radars designed by 
GEC subsidiaries from the 
alleged misappropriation of 
information. The case is con- 
tested by GEC, which is count- 
er-claiming for over $5m. 


TWO MEDIUM-sized building 
societies yesterday reported 
improvements in their profits 
for the first six months of the 
1998 year. 

An rise in margins helped 
the Skipton increase its 
interim profits from £845,000 
to £4.17m pre-tax. Net interest 
receivable rose from £2l.7m to 
£24. lm, thanks to a reduction 
in the society’s wholesale 
funding. 

Operating profits rose by 
1-L3 per cent, from £18.6m to 
£21. 2m. 

The society said that the 
number of mortgages in 
arrears. Including reposses- 
sions, fell by 15 per cent from 
the end of 1992. However, the 
society’s bad debt provision 
fen only slightly from £Z7.9m 
to £17.lm. 

Mr Ron McCormick, finance 
director, said that was 
because of an increase in pro- 
visions against commercial 
loans. 

Assets fell slightly from the 
year end level of £3.0 lbn to 
£2.93bn. 

Mr John GoodfeMow, chief 
executive, said: "Our objec- 
tives remain to improve asset 
quality, retain our cost-effec- 
tiveness and maximise non-in- 
terest income. The outlook for 
the housing market remains 
cautions, but the society’ is 
now well positioned for a 
period of steady growth in per- 
formance." 

Meanwhile, the Coventry 
Building Society announced a 
10.2 per cent increase in 
interim pre-tax profits to 
£13.1m. 

The society said that its 
£4. 2m provision for mortgage 
losses, while higher than the 
£3. 6m recorded in the first half 
of 1992, was much lower than 
the second half's £10. lm provi- 
sion. 

The results also included an 
exceptional debit of £841,000 
reflecting the costs involved in 
a restructuring of the compa- 
ny’s management. 

Net interest receivable was 
£25.6m (£23.6m) and operating 
profits rose by 17.1 per cent to 
£18.lm. The society’s total 
assets were £2.S2bn, compared 
with £2.7bn at the end of 
1992. 

Mr Martin Ritchley, Coven- 
try’s chief executive, said: “It 
is envisaged that as the long 
awaited upturn in the boosing 
market takes effect, the soci- 
ety’s lending activity will con- 
tinue to expand." 


NEWS IN BRIEF 


BURMAH CASTROL is to 
increase its holding from 40 
per cent to 51 per cent in Cast- 
rol India. The company plans 
to subscribe to some KSm new 
shares of RslO each, paying a 
premium of RslOO, at a total 
cost of Es389.2m (£&3m). The 
proposal will be put to an EGM 
in Bombay on September 2. 


country pubs group. The offer 
has now been declared uncon- 
ditional. Acceptances were 
received in respect of 4724m 
Devenish shares, which 
included 8.07m shares for the 
cash alternative (14.7 per cent) 
which will be satisfied by the 
sale of 8.22m new Green alls 
shares. 


1.41m new ordinary shares at 
135p apiece, amounting to 91 
per cent of the open offer. 


GARTMORE EMERGING 
Pacific Investment Trust Net 
asset value at June 30 1993 was 
112p (81 -5p) per share, or 104p 
(78.6p) assu m ing warrants 
exercised. Net revenue tor six 
months came to £98,000 
(£70,000) and earnings per 
share 0.l5p ((Hip). Gross reve- 
nue was £768.000 (£471,000). 


LIFE SCIENCES International 
hat> acquired the business and 
trading net assets of Memphis 
Biomedical Services Inc for 
$415,000 (£275,000) cash and the 
assumption of debt to a maxi- 
mum of $350,000. Further pay- 
ments of up to $700,000 may 
also be made. 


NATIONAL WESTMINSTER 
Bank is selling retail banking 
assets and liabilities of Nat- 
West Australia Bank in Syd- 
ney, Melbourne and Brisbane 
to the State Bank of New 
South Wales for an undisclosed 
sum. 


will have a value of £30.7m and 
BZW intends to sell them 
through a strike price auction, 
open to member firms of the 
Stock Exchange and to its own 
institutional clients. 


PENNY & GILES, a Bowthorpe 
subsidiary, has won an order 
from Bell Helicopter Textron of 
Canada to supply 100 solid 
state cockpit voice and flight 
data recorders. Initial value of 
the contract is $2m. (El-Sml 


STASIS is raising £9.6m by a 
placing of 18m shares at 53'/<p. 
Of the proceeds, £5.85ra will be 
used to buy a 4-star 128-room 
hotel in York, which at present 
is managed by Holiday Inns 
(UK). The balance will be used 
for other acquisitions. 


GREENALLS GROUP, the pubs 
and hotels company, has 
received an 86 per cent accep- 
tance in respect of its ordinary 
offe r for JA Devenish, the west 


MORAN HOLDINGS has 
received acceptances in respect 
of 5.44m shares (60.97 per cent) 
in its recent rights issue. 


MORRIS ASHBY has received 
valid applications in respect of 


RTZ: BZW Securities has 
invited bids for the shares it 
has agreed to acquire under its 
cash offer in respect of RTZ’s 
enhanced interim scrip divi- 
dend alternative. The shares 


TUSEAR RESOURCES has dis- 
posed of its entire interest in 
the Coplex Agreements to a 
group of investors represented 
by ICC Corporate Finance. Tus- 
kar received I£lm (£940,000) 
plus 6.5m freely tradeable 
shares in Coplex Resources, 
the Australian exploration 
company, valuing the total sale 
proceeds at about I£3m. 


NOTICE OF REDEMPTION 
TV> Holders of 


6 T A96 Convertible Debentures Due 2003 

of 


The Goodyear lire & Rubber Company 


-Debenture-!: 


1. Aflafthe wfaanding DMmma «moe -* 
-Redemption Datf7 *t * redemption pnte of Ml* of **“ rfmSkon 

redemption or 1* 

^ tb* IWaaptiOii Q«. 
an anoint eqo) * 

Cnmwm SudrtaiB Canrentf* Pti* on 

conwrt the Debenture* umwte. 




t H* Debenture nugr „ 

ft^lfla^OftbcftuOWBglWPg 
Cfaeoncai Buh 


ISO Strand 
London VVCTK lKX 


Pf wirm BnwBM Limbrn 
Anntt Munix 2< 
B-IOWBreweto 


Credit Sun* 

CH-SOOl Zancn 
Saiczfia=d 


J3 BrwJewd Royal 
L495S LMHobomy 
The Grand DodV of Lmmlxwc 


The Goodyear ^ V* & Batter Cbmptay 


APPLICATION FOR LISTING BY BAKYRCHIK GOLD PLC 


Proposed 
placing of 


Sponsor* 
Share capital 


Business 


Availability of 

Listing Particulars 


This notice hi tnunl in compliance wnh thr rapnmnrnrt irf 
The Inlenuboiul Stock Ejaiunge ai the United KJnedoai 
and the KispuMic of Ireienil Limited (-the London Stock. 
Exchange - ) lidopsnaoHMiluleaninviMnonkianyfVKon 
tu subeerfbe tor or puitiuw any svcuntioi. 


Appfccatiun has been nude ic the London Surd. Exchange lor 
lhe Ordinary Stuns oflOp each of BalcyivhlL CuJd [*LC tube 
admitted to'lhr Official Last It is expected I ha I dealings In 


expected I hat dealings I 
such shares will commence on < *th August. 1993 . 


BAKYRCHIK GOLD PLC 

na now t«rU»l « i . i t .., jMifcw 


7,500.000 new Ordinary Shares of lOpeodh at I20p per share 
by Williams de Bro* Pic 


Williams de Broe Plc 


,tui»Al 


MnC 


l MxHAfl C Numfen 

IIUUUI 20. lCO.au UrdMiAUumi-i 1.500 002 l5.0W.tOT 
10 pra.ii [hilly funl | 

50.000 WM 0 Redcnrublr 12,500 SO OOU 
PnermcoShn^. i25pnerdite- 

i*tle*rh panhuwhl) 


The business of the Company bwpprrthr the Sahy ichih ruU 
mine in north eastern Kajukhsun in a |omt venture with the 
luualdunn Cinwmnwm. 


Listing particwUrx rriating hi Ihv Company have been 


ajpiw aJ asriipnred by the luting rules made uider svrthm 


the Financial Servian Act 1786 ami tophi, iru^hc 


obUliii.>J durtrtg rtontwl bus incus txnin un any wee 
|SaturlaysanJ puNk hoUdys exccpUxJ) insn the Cunt] 


ntpai 

Annouttiwnufttai DHuvofttur lamdun Stexi Exchange, Capd 


Court entrance, til Rarikitoinvw l^ine. London EC 2 Iby 
ettileetion only) up luand incfuiling 6 lh August. 1 W 3 and up 
to and including 23 nJ August. 1 TO (turn. 


Corporate Finance Uepartiivnl 
VBIUtanv.de Bme hie, 
bBrradgate. 

London ECM 2RT 


Aytr trrrd OH» t. 
Ib5 Queen Victoria Street, 
laindwt ECtV 4DD. 


fthAogud, IW3 


APPOINTMENTS 


ADVERTISING 


appears every Wednesday & 
Thursday & Friday (I ntcnmJonal 
edition only) 


For further information please 
calLTricia Strong on 
071-873 3199 
Andrew Skarzvnski on 
071-873 3607 


Philip^Wrigley on 


071-873 3351 
Jo Ann Grcdell New York 212 
752 4500 


LEGAL NOTICES 


IN TH£ HIGH CO CRT Mm 005821 of 19*3 
OFJV^nCE 

CHANCERY WVTSION 

IN THE MATTER OF 
THORN LIGHTING LIMITED 
an d 

IN THE MATTER OF 
THE COMPANIES ACT 1985 
NOTICE IS HEREBY GIVEN that the Onki of 


the ilieh Court at IiuIice (duacery DtxruOn) 
dated 3 Ui July I99 j eontlrming the rribetien of 


Hie capital « the abovenaned Company tram 
IJ77j 


XJ9J77.0»1 and USS1.«.*3U.«M 'A 1 Ordinary 
Shares of USSI rach to £142.7711 and 
US$1.25S..W2.(>7 divided Into 19,277,0(10 
Onttaorx Shares ol £11.01 cadh and 139AXMW0 
'A' Ordiiurr Shores of L<S9XlXN02f>340t> each 
and the cancellation of the share premium 
arctnnr of (he abovenamod Company and ibe 
Minnie approved by the Conn sbowiag with 


M in ni p approved try me Conn snowing nun 
respect in (be capital of (be Company as altered 
the several partmlan required by the above 
■ucntKwd Act were regiitdwd by ike Regianr 
of Companies on 23rd JoJy I W3. 

DATED this 4 lb day of Aegusi 1993 
ASHURST MORRIS CRBP 
Bmadwolk How 
S Ago ld Sum 

EC2A2HA 

Ref- SAWisjm/ZI.Vb 

Sollctow lor die said Canganv 
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NEW ISSUES August 3, 1 993 


FannieMae 


? 700,000,000 
5.35% Debentures 


Dated August 10, 1 993 Due August 12, 199B 

[merest payable on February 1 2, 1 994 and semiannually thereafter. 


Series SM-1998:P CusipNo.31359CAA3 
Callable on or after August 12, 1996 

Price 100% 


s 700,000,000 


6.25% Debentures 

Dated August 1 0. 1 993 Due August 1 2, 2003 

Interest payable on February 12. 1 994 and semiannually thereafter. 


Series SM-2003-F Cusip No. 31359C AB1 
Callable on or after August 12, 1998 

Price 99.78125% 


The debentures of August 12, 1 09B are redeemable on or after August 1 2, 1 996 and 
the debentures of August 12, 2003 are redeemable on or after August 12, 1998. The 
debentures are redeemable in whole or In part at the option of the Corporation at any 
time (and from time to time) at 100% of the principal amount redeemed plus accrued 
Interest thereon to the date of redemption. 


The debentures are the obligations of the Federal National Mortgage Association, a 
corporation organized and existing under the laws of the United States, and are 
issued under the authority contained In Section 304(b) of the Federal National 
Mortgage Association Charter Act (T2 U.S.C. 1716 et seq.). 


The debentures, together with any Interest thereon, are not guaranteed by the 
United States and do not constitute a debt or obligation of the United States or of any 
agency or Instrumentality thereof other than Fannie Mae. 


This offering is made by the Federal National Mortgage Association through 
its Senior Vice.President-Rnance and Treasurer with the assistance of a 
nationwide Selling Group of recognized dealers In securities. 


Debentures will be available In Book-Entry form only. 
There will be no definitive securities offered. 


Linda K. Knight 


SMtior Hm FtariflMr«tKf 
Treanmr 


MOO Wisconsin Avenue, N W„ Washtnnmn p c. 20016 
Tina announcement appears as a matter of record only. 
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COMPANY NOTICES 



Gengold 

Group 


Buffelsfontein Gold Mining 
Company Limited 

lR<.-rN<iQ»/Mw.Vl,ni>t 

I'RulM-iontciiCi 

All ki«n{uni.> nvmu .nrd jir m^vp<irjlal in 111 - RqxiMh.- nf 3 -xilh Vthii 


Beatrix Mines Limited 


Ifttfc Na 77)TO I ISA*! 

CBvjtnO 


Issue of 9 million Beatrix ordinary shares to Buffelsfontein ordinary shareholders as a 
consequence of the variation of the rights attached to the cumulative preference shares 
in Buffelsfontein <**the preference shares”) 


Background 

On 23 August I9K3. Bufk-lMoniein and Bcairu cnicivd inio un agrcemirnr in terms of «hkh BuiTeltfonicm acquimd (he 
and mining lease pertaining to (he Beatrix Mine Invn Beauix. «nh cftcci from I JuJ> IVS3. in exchange lor (he issue 
io Beau-ix of i he pieferonce shares. 

The preference shares wore ivmcd on the terms, inter alia. Hun Beatrix is entitled to an S4C- participation in Beatrix Mine's 
net distributable income. Acvordingly. ButfclslVmiein urdmun shareholders are entilled (0 participate indireetls in I6’V of 
Beatrix Mine’s nei disinbuiable ineumei'The anjn-.'cment"i. 

The incidental purpose of the anangemeni was in utilise Buflelsfoniein's taxable income to deduct Beatnx Mine's capital 
expenditure, ihercbj -assisting in the funding of the Beatrix Mine by improving iis cash How and, at the same time, 
providing Buffclslbmein with the benefit of participating in the income of Beatrix Mine. 


Proposal 

UAL Merchant Bank Limited l"L'AL“i i> -authorised to announce that the directors of Buffelsfonicin and Beatrix have 
proposed ihar the arrangement be varied, with a view to simplify ing the existing financial structure of both companies. 
Subject to the conditions precedent below, Beatrix will issue 9 million new Beatrix ordinary shares to Buffelsfontein 
ordinary shareholders, equal to X 1.8 18 new Beatrix ordinary shares for each 100 Buffelsfontein ordinary shares, as a 
consequence of Bulfclsfontein ordinary shareholders foregoing their indirect right to 165- oi Beatrix Mine's net 
distributable income ("The iransaction"). 

The new- Beatrix ordinary shares to be issued in accordance with the iransaciion will rank pari passu in all respects with the 
other issued Beatrix ordinary shares, save that they will not participate in Beatrix's tinal dividend to be declared in respect 
of the financial year ending 31 August 1995. 

The directors of Buffets fan idn believe that the Buffelsfomein ordinary shareholders will benefit by receiving a direct and 
tradeable interest in Beatrix, through the issue by Beatrix of the new Beatrix ordinary shares, in lieu of their ID'S indirect 
participation in Beatrix Mine's net disinbuiable income in terms of rhe ammeemenr. 

The directors of Beatrix believe that the removal of the 16ft indirect participation by BufTclsIbmcin ordinary shareholders 
in Bearnx Mine's ner disinbuiable income, mulling in Beatrix consequently receiving 1 00‘s of Beatrix Mine's nei 
disinbuiable income, will simplify die linancml structure of Beatrix. The directors also believe that ihe inmsaciion will 
enhance ihc iradcabiliry of Beatrix's ordinary shares. 

Financial effects of the transaction on Buffelsfontein ordinary shareholders. 

Earnings and dividends 

Assuming ihai ihe transaction had been effceirve throughout BulTi-lstunicin's (inancial year ended 30 June 1992 and based 
on ills' consideration of 81. SIX new Beatrix ordinary shares received by BtifTelsfontein shareholders for each 100 
Buflelsfontcin ordinary shares, ihe effect on earnings and dividends for a Buffelsfomein ordinary shareholder would have 
been as follows: 


Before 
I cents i 


After 

icems) 


Increase 
l cents l 


Increase 

i r i) 


Earnings per share 


1 % 


207 


5.6 


Dividend per share 


190 


201 


II 


5.3 


Tangible nei asset value 

The transaction would have had no effect on the tangible net asset value attributable io a Buffelsfontein 
shareholder. 


Opinion on the transaction 

UAL considers the terms of the transaction to be fair and reasonable io Buffcbfoniein ordinary shareholders. 


Financial effects of the transaction on Beatrix 

Had the transaction been effective ihroughoui Beatrix's financial year ended 31 August 1992, ihe effect of the inmsaciion 
on Beatrix's comings, dividends and fungible nei ossei value would have been as follows: 



Before 

After 

Decrease 

Decrease 


icenLxt 

(cents) 

(cents) 

1*1 

Earnings per share 

70.0 

68.6 

1.4 

2.0 

Dividend per share 

70.0 

68.6 

1.4 

2.0 


Tangible net asset mine 

The transaction would have had no effect on ihe tangible net asset value attributable io a Beairix shareholder. 


Conditions precedent 

The conditions precedent io the implementation of the iron -action are. imer alia: 

- the necessary approval being obtained from the South African Reserve Bank (Exchange Control Divisions 

- the necessary approvals by The Johannesburg Stock Exchange i“ihc JSE") and ihe [rtlcmalional Slock Exchange of the 
United Kingdom and the Republic of Ireland Limited nhe LSE~) ot ail dcvumeniaiion and the granting by the JSE and 
the LSE of a listing for ihe new Beatrix ordinary shares io he issued in icrms ot ihe transaction; 

- ihe holder of the preference shares, namely Beatrix, giving its saiKiton to the variation of the rights attached to the 

preference sh«w (Le. w increase ihe participation of "the preference shares in the net distributable income of Beatrix 
Mine from io lOTWri at a separate general meeting to he convened lor that purpose; 

- the holders of the Buffelsfontein ordinary share* giving their approval to the variation of the right, attached to the 
preference shares at a general meeting io be convened for that purpose; 

- the holder of ihe preference shares and the holders of the onlinoty shares, in Buffelstbntem. passing ihe special resolution 
nucessaiy to effect the variation of the rights an ached io the preference shares, as contained in the articles of association 
of Buffelsfomein, at a combined general meeting of the holder of the preference shares and the holders ot the ordinary 
shares io be convened for that purpose-, and 

- (hose of ibe aforementioned resolutions which are sfxx-ial resolutions being registered by die Registrar of Companies. 


Last day to register 

A further onitaunceineni will be nude a* soon as possible giving the Iasi day io register as an ordinary shareholder of 
Buffelsfomein in order to participate in the transaction and lu receive the new- Beatrix ordinary shares. 


Circular 

A circular to Buffelsfontein shareholders giving full information on the Iransaction and containing nonces convening the 
required meetings is being prepared and will be despatched to ButTebfuntein shareholders as soon as possible. 

77u? circular win also be posted w Beairix shareholders for information purposes only. 


Johannesburg 
4 August 1993 


July !! UW 
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COMMODITIES AND AGRICULTURE 


Midwest farmers turn their attention to frost 


By Lawie Mora® In Chicago 

NOW THAT the Mississippi 
River has crested in critical 
crop-growing areas of the 
American Midwest, farmers 
and commodity traders are 
gauging the probabilities of an 
early frost. 

Delayed plantings, sodden 
fields, and unus ually cool 
weather have put wiHfaw and 
soyabean development far 
behi nd schedule in the western 
com belt, which includes Iowa, 
Minnesota. Kansan and Miss- 
ouri. 

In a year that could see farm- 
ers in Ohio, Illino is, a nd Indi- 
ana harvest record yields while 
their counterparts to the west 


watch their crops yellow from 
too much rain, crop analysts 
have found it difficult to put 
an accurate estimate on the 
overall US maize or soyabean 
production. 

Traders at the Chicago Board 
of Trade have been riding the 
weather rally like a steer at a 
rodeo. The soyabean futures 
price for November delivery, 
after taking a breather last 
week, rallied by 18’/* cents on 
Monday and in early trading 
yesterday remained above 87 a 
bushel. The figure was in spite 
of same analysts' assessments 
that prices were overdue for a 
downside correction. 

The US Department of Agri- 
culture, in a weekly crop 


report released lata on Mon- 
day. said that only half of 
Iowa's soyabean area was 
blooming as of August 1, com- 
pared with the 90 per cent nor- 
mally expected at that time of 
year. 

Crop development In Min- 
nesota was similarly behind, 
alt houg h warm, sunny weather 
had accelerated development 
in Illinois and pushed Ohio 
soyabeans ahead of schedule. 

Only a quarter of Iowa’s 
maize crop had tasseled by late 
last week, behind the usual 
level of 85 per cent, while 
maize cr o ps in Minnesota and 
Missouri were also critically 
underdeveloped. 

Farmers have turned from 


watching their rain gauges to 
pondering temperature fore- 
casts. 

Mr Terry Fraud, senior econ- 
omist with the American Farm 
Bureau, estimated that average 
maize maturity dates are any- 
where from one to five weeks 
behind. 

The delay was likely to have 
two mqjor detrimental effects. 
First, he said, maize will polli- 
nate later in the season, during 
the hotter, more stressful 
weeks of AugnsL Second, he 
warned that maize maturity 
dates are being pushed to or 
beyond normal frost dates. 
Soyabeans are also late devel- 
oping and are vulnerable to 
frost. 


The farm bureau has 
reduced its soyabean produc- 
tion forecast for the entire US 
to 1.812m bushels, well below 
the USDA's July 12 estimate of 
L975nx. 

Tbe bureau’s maize produc- 
tion figure is now at 7.247m 
bushels, compared with 
USDA's 7.850m. 

“That is only an estimate,” 
said farm bureau spokesman 
Mr Jack King, “We are already 
hearing another 50,000 acres of 
prime crop land has been 
destroyed by levee [embank- 
ment] breaks south of St Louis. 
The water is receding, but 
many of the levees have been 
weakened, and are giving 
way." 


US rain-starved crops wilt in heat 

Drought in America’s south-east is untimely, says Barbara Harrison 


W HILE THE Midwest, 
America's agricul- 
tural heartland, is 
awash with flood waters, farm- 
ers in the south-east are strug- 
gling with severe drought and 
blistering heat. And, with little 
relief from the dryness and 
high temperatures in sight 
over the next few months, agri- 
cultural losses in the region 
are likely to mount. 

Georgia's governor, Mr Zell 
Miller, who toured drought- 
stricken parts of his state last 
weds warned: "All Indications 
are that these conditions will 
continue to worsen”. 

Tbe drought area stretches 
from Virginia southward 
through Georgia and westward 
across Alabama and Missis- 
sippi, 

In the worst hit states of 
North Carolina, South Carolina 
and Georgia, rainfall baa been 
below normal for three 
months, according to the US 
Department of Agriculture. 
Temperatures in much of the 
area have recently been aver- 
aging near or over 38°C (100°F). 

“Crops are being very 
severely stressed,” says one 
USDA meteorological official. 
It says conditions for poultry 
and livestock are adverse. The 
three worst hit states are sig- 
nificant producers of maize, 
soyabeans, tobacco, cotton, and 


peanuts as well as poultry and 
livestock. 

The drought, considered the 
worst since 1986, combined 
with heat over the past month 
or so has worsened growing 
conditions at crucial times for 
crops. Soyabeans, for example, 
were at a critical moment for 
blooms in the second half ctf 
July, and cotton, which is nor- 
mally at least knee high In 
July, was flowering just six 
inches off the ground. 

“It is very definitely 
untimely," says Mr Ray Motha, 
an official at the USDA 

Agricultural Losses have 
already risen to such calami- 
tous levels that the governors 
of North Carolina. South Caro- 
lina and Georgia have 
requested that Washington 
declare part or all of their 
states federal disaster areas. 
The designation would allow 
fanners to receive low interest 
government loans and other 

wmwgBnc y nfH 

The $4.3bn flood relief bill 
pending in congress would 
h elp drought victims and form- 
ers affected by the Hoods. 

Tbe drought has attracted 
attention of Farm Aid, a pri- 
vate group that provides relief 
donations to formers. On July 
30, country music star Mr Wil- 
lie Nelson presented a $10,000 
cheque to a federation of 


southern fanning co-opera- 
tives. 

In South Carolina, especially 
suffering In the dryness and 
heat, estimates of agricultural 
losses are already running 
above $200m (£134m). The fig- 
ure represents 17 per cent of 
the state's annual total SlJ2bn 
in agricultural production, 
according to South Carolina's 
Department of Agriculture. 

One fanner in the western 
part of the state says his land 
had not seen rain between May 
10 and July 20. 

G eorgia estimates its 
losses at $500m and 
North Carolina puts 
its losses so for at $100m. 

Overall, maize and soya- 
beans are the most affected 
crops In the three states, fol- 
lowed by tobacco, cotton, pea- 
nuts, the forage crops of hay 
and pastures, chickens, hogs 
and cattle. 

In North Carolina 57 per cent 
of the maize crop is in poor or 
very poor condition, while In 
South Carolina and Georgia 95 
per cent and 46 per cent, 
respectively, of the maize crop 
is calculated to have been lost. 
In South Carolina, 58 per cent 
of the 505.0000 acre soyabean 
crop is in poor or very poor 
shape, and in Georgia 48 per 
cent of the soyabean crop is in 


poor or very poor condition. 

A remarkable 75 per cent of 
the cotton crop in South Caro- 
lina is reported in poor or very 
poor condition, and a quarter 
of Georgia crop is rated simi- 
larly, according to the USDA 
weekly crop report 

The south-east, which is the 
largest US chicken raising 
area, has not yet reported 
region-wide figures on birds 
lost But some U5m birds have 
died in South Caro lina and 
another 300,000 in Georgia. Ms 
Mary Clouse, editor of Poultry 
Grower News in Pittsboro, 
North Carolina, called the 
regional losses “enormous”. 

The region is not expected to 
see much relief from the gruel- 
ing heat and dryness in the 
coming weeks, according to the 
US National Weather Service. 
In its 9frday forecast, issued mi 
July 30. the agency said the 
region had a 55 per cent proba- 
bility of above normal tempera- 
tures. And, it would only make 
a 50-50 guess that the area 
would see relatively normal 
rainfall over the next 30 days. 

For some crops, rain over the 
next month could bring recov- 
ery . A fresh measure of the 
losses win come on August II 
when the USDA's crop report 
is expected to indicate how 
adversely yields will have been 
affected. 


Trade wave 
buoys CBoT 

By Lzurio Morse 

THE MIDWEST floods set off a 
trading frenzy at the Chicago 
Board of Trade in July with 
the exchange’s agricultural 
futures and options turnover 
hitting a record 5.5m contracts. 

Soyabean futures volume 
was up 76 per cent over the 
same month last year and 
maize turnover was up 60 per 
cent Options volumes in both 
commodities doubled. 

The exchange as a whole had 
its third busiest July on record 
at 16m contracts. In spite of 
falling Interest rates, CBoT 
finanrffll futures and options 
volumes were up only 4J5 per 
cent in July at 10.5m contracts. 
Ten-year treasury notes saw 
the largest percentage gains. 

Volume at neighbouring Chi- 
cago Mercantile Exchange 
reached a July record of li.7m 
contracts, led by 5.6m in Euro- 
dollar futures turnover. 

In spite of the currency tur- 
moil in the European Commu- 
nity, CME currency futures 
and options volume was down 
8 per cent from July 1992 at 
2.9m contracts. 

For the first seven months of 
the year CBoT volume was 
87.2m contracts, up 11.2 per 
cent from 1992. The CME year 
to date volume was close 
behind at 8£m, up 92 per cent 
from last year. 


Nymex submits a $50m takeover offer for Comex 


MG denies being caught in 
a tight LME copper market 


By Kenneth Gooding, 

Mining Correspondent 

METALLGESELLSCHAFT. the 
German metals group, yester- 
day vehemently denied 
rumours that, along with some 
of its big customers, it was on 
the wrong end of the squeeze 
in the London Metal 
Exchange’s copper market 

“It Is wrong to assume that 
MG or its customers can be 
squeezed,” said an official. 

Although two customers and 
one MG company had sold cop- 
per short (sdd in the expecta- 
tion that the price would foil) 
"every ounce short has been 
delivered or will be delivered”, 
company 

Nevertheless. MG has urged 
clients to be cautious because 
of a possibility that the 
squeeze might become tighter 
in October. 

Conditions in the copper 
market have led tbe LME 
board to twice give a warning 
that it would take any action 
necessary to maintain order. 

The MG official suggested 
that the latest warning could 


be Interpreted as a message 
about not selling copper short 
unless able to deliver. 

The extreme technical tight- 
ness in the market has eased 
only slightly since the latest 
LME warning last week. 

Yesterday the backwardation 
(premium for metal for imme- 


LMB WARSHOUSK STOCKS 

CM at Monday's ctasa) 
tomes 

Ahsntfum 

+12.650 

to 1.961 ,460 

Oapoer 

+1.075 

fcl46*S0S 

Load 

+1.060 

to 273550 

MOM 

*226 

to 101 .796 

Ztoc 

+1,360 

to TltyiSQ 

Tta 

• -10 

to 20906 


diate delivery) slipped to $9 a 
tonne compared with $17 last 
week. 

Analysts suggested the drop 
was likely related to options 
declarations today. 

Mr Yasuo Hamanaka, deputy 
general of Sumitomo 

Corporation’s non-ferrous met- 
als department, said earlier 
this week that, contrary to any 
market rumours, no organisa- 
tion was manipulating the cop- 
per market to drive prices 
upward. 


He pointed to the steep fall 
in prices in May and suggested 
that many market participants 
had been building big short 
positions during the past few 
months. Recent covering of 
those short positions had 
pushed up prices, he said. 

Other traders suggested that 
North American copper pro- 
ducers had sold short but were 
well able to cope with any 
squeeze - which might not be 
the case for organisations that 
granted options during the cop- 
per price collapse in May. 

In spite of the battering some 
trading bouses suffered than, 
when the copper price fell by 
25 per cent in five weeks, and 
any punishment that might be 
suffered from the coming 
squeeze, there have been no 
suggestions of LME traders fee- 
ing fmwnriai difficulties of a 
fcfarf which might have an 
impact an tbe exchange. 

Mr David King, chief , execu- 
tive, explained, “the market is 
deeper, more liquid, more pro- 
fessional and has many more 
p.hyJrg aw) balances” tiian it 
had 10 years ago. 


Profit dive for non-ferrous metals 
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By Kenneth Goodkig 

THE NON-FERROUS metals 
industry put up its worst finan- 
cial performance for 10 years 
in 1992, according to the Metals 
& Minerals Research Services 
consultancy group. “If 1991’s 
results were poor, those for 
1992 verged on the disastrous 
it said. 

Its analysis showed net prof- 
its of 184 publicly-quoted cor- 
porations, after all taxes and 
charges, virtually disappeared 
last year, falling from $2Dbn in 
1991 to only $38m. 

At 5.8 per cent, last year's 
aggregate return on capital 
employed by MMRS’s sample 
of mineral producers was 
below 5.9 per cent of 1982 and 
the worst recorded in 16 years. 

Return on shareholders’ 
equity, however, nil last year, 
was not quite as poor as the 
-0.1 per cent seen in 1982. 

Debt was also on the 
increase last year, and gearing, 
which had stood at 39.6 per 


Worfd minerals 
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cent in 1990 reached 43.7 per 
cent in 1392, the worst figure 
recorded by MMRS. 

Com panie s cut back on capi- 
tal expenditure, which was 
reduced from 12J2 per cent of 
sales to 11.1 per cent, but 
spending on exploration and 
research and development 
r emained at 2.1 per cent 

MMRS pointed out that the 


bottom-line or net profits were 
badly affected by two new 
accounting standards widely 
adopted In the US last year. 
SFAS 109 (which relates to the 
calculation of deferred tax lia- 
bilities) and SFAS 106 (which 
states that balance sheets 
should show accrued liabilities 
for post-retirement benefits 
other than p ensions) . 

The standards virtually 
wiped out the industry’s prof- 
its - MMRS’s regional analysis 
shows that In the US aggregate 
net earnings of $546m in 1991 
became net losses erf J2.55bn 
last year. 

The research showed the 
industry’s operating costs were 
kept under control in 1992 and 
fell from an aggregate $151bn 
to $148bn, even though produc- 
tion was rising. 

MMRS's 1393 World Minerals 
Industry Financial Review : 
£750 from MMRS, 2 Henry 
Street, Bath, Avon BA1 1JT, 
England. 




MINOR METALS PRICES 


By Laurie Morse 

THE NEW York Mercantile 
Exchange has submitted a 
$5Cm offer for the New York 
commodity exchange in a deal 
that could merge the world's 
largest energy market with the 
Largest precious metals 
exchange 

The deal would distribute 
$30m to the Cemex's 772 mem- 
bers at dosing and S20m to be 
paid in $5m tranches over four 
years. 


To placate its own 785 mem- 
bers Nymex directors are also 
proposing to distribute $15m 
among them if the Comex deal 
is completed. Another $4,000 
per lease or $lm will be paid to 
traders who rent Nymex mem- 
berships. 

The Nymex, with its highly 
successful oil contracts, has 
accumulated retained earnings 
estimated in excess of SSOm. 

Comex first entertained take- 
over bids in January after its 
seat prices faded to $42^00 fol- 


lowing three years of declining 
volume. 

The Chicago Board of Trade 
offered to pick up the flagging 
exchange for free in January, 
in exchange for administrative 
cost-cutting. 

The 1993 gold rally has since 
made the Comex a more glit- 
tering prize. Seat prices have 
rocketed to $90,000 and volume 
in July topped 2m contracts. 

July gold futures volume at 
the Comex was Ll7lm con- 
tracts, compared with 734,643 


in 1992. July silver turnover 
more than doubled to 503,935 
compared to 197,946 a year ago. 

If the Comex accepts the 
Nymex as a cash offer the 
exchange will become a subsid- 
iary of Nymex, with its own 
governing committee. 

Nymex members would gain 
personal trading rights to any 
of tbe new metals contracts, 
while Comex members would 
be able to trade Nymex’s plati- 
num and palladium futures 
and gain limited rights to trade 


any new energy contracts. 

Comex's contracts are expec- 
ted to be added to the Nymex’s 
electronic trading system. 
Access. 

The exchange's clearing and 
trade processing systems 
would be integrated under the 
plan, with cost savings to both 
exchang es. 

If the Comex board approves 
the deal, it would be brought 
to a vote of the full member- 
ships in late October or early 
November. 


Prices from Metal Bulletin (last 
week’s in brackets). 

ANTIMONY: European free 
market 99.6 per cent. $ per 
tonne, in warehouse, 1^40-1.600 
0550-1 ,610). 

BISMUTH: European free 
market, min. 9939 per cent, $ 
per lb, tonne lots in ware- 
house. 230-2 30 (same). 

CADMIUM: European free 
market, min. 993 per cent, $ 
per lb, in warehouse, 0.45-030. 


COBALT: MB free market, 
993 per cent, $ per lb, in ware- 
house. 1130-12.65 (12.00-1230); 
993 per emit, $ per lb, in ware- 
house. 1030-1030 (10.10-1030). 

MERCURY: European free 
market, min. 9939 per cent, $ 
per 76 lb flask, in warehouse, 
100-115 (105-120). 

MOLYBDENUM: European 
free market, drummed molyb- 
dic oxide, $ per lb Mo, in ware- 
house, 230-2,40. 


SELENIUM: European free 
market, mm 993 per cent, $ per 
lb, in w areho use, 4.705.40. 

TUNGSTEN ORE: European 
free market, standard mfo 65 
per cent, $ per tonne unit (10 
kg) WOi, df, 2335 (2638). 

VANADIUM: European free 
market, min. 98 per cent, $ a lb 
VjO to rif, L30-1.40 (same). 

URANIUM: Nuexco exchange 
value, $ per lb, U,0 B . 7.00 
(same). 


WORLD COMMODITIES PRICES 


MARKET REPORT 


A firm New York openin g ena bled 
the London robusta COFFEE 
market to shrug off an eariy 
setback and back towards the 
2Mt-year highs achieved on 
Monday. The November position 
slipped to $1 ,065 a tonne during 
the morning as fears of further host 
in Brazilian growing areas receded. 
But amid quiet trading the price 
recovered to dose at $1 ,085 a 
tonne, up $9 on the day. Although 
London COCOA prices continued 
to be held back by sterling's 
strength the market managed to 
add a couple of pounds to recent 
gains. At the London Metal 
Exchange ALUMINIUM prices bulk 
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on Monday’s firmness as dealers 
became more hopeful that the 
downtrend had bottomed out. The 
three months position dosed at 
$1,241.25 a tonne, up $10.75 on 
the day. GOLD surrendered most 
of a modest early rise after the New 
York opening failed to provide 
support. The London bullion market 
fixed a price of $404.95 a troy 
ounce in the morning, but by the 
dose it was down to $403.65, up 
40 cents on the day. Dealers 
suggested that the market may 
have become a little overbought. 


Compiled from Reuters 
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1040 
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1046 

1034 
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1030 
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0 
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0 
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Dec 
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0 

0 
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1134 
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0 
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Ctose 

Prevlou* 

HgMjOM 
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7740 
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7850 

Deo 

FI JO 
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M 
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0 

0 

Sep 
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B&35 
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8950 

0 

0 
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880 
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Clow 
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58 7Z 

5750 
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5870 

Dec 
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3945 

5940 
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Mar 

9847 
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00-75 

6840 

May 
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6143 

6151 

80.16 

Jil 

6050 

6253 

0150 

6050 

Oct 
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0 

0 
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Mar 
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12750 
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Jte 

12875 

12830 

0 

a 

Sep 

124.75 

12830 

0 

0 

Nov 

124.75 

12830 

0 

0 

Jon 

124.75 

12850 

a 
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706» 
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2281 

2285 

2235 

Dec 

2232 

22*2 

2244 

222.1 

Jan 

n 
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mn 
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2f82 
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JU 
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24WB 
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saw 

283« 
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258/4 
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JU 
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306/4 
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60200 
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LONDON STOCK EXCHANGE 


BYTwry Byland, 

UK StOCk Uariro* 


extends to ninth trading session 


with the promised interest ra 5 
wwX? f° “^est ttm! 

}“*«* « 2 y fotto* 

smce heftro the 

w 7 crash was m . danger ttf 
Ealtenn* Share pricestrfSda 
“ixed pattern throughout the 
session and the cinafa p prci? 
MO feta gain of m 2 gf® 
below the day's best 
Eqcuty traders remained con- 

'^‘toteERMison^ 

S ^ the breaker's yard and 
rates are about to 
Call throughout Europe; opti- 
mism was enhanced yesterday 
by an easing in repurchase 
rates m Germany. However, 
«** calmer trends in the 
French equity market under- 
hned acceptance by investors 
that Interest rate cuts may not 
come as soon as the optimists 
would like Both Germany and 
France are likely to resist «»ii« 
for stringent rate cuts, accord- 
ing to UK equity analysts. 

Trading in equities remained 
high in London, with the Seaq 
network recording turnover of 
799.6m shares against 727.1m 
on Monday, when retail busi- 
ness, worth £L37bn, was also 
good. A trading programme of 
around £l 00 m was seen in the 
first half of the session and 
appeared to reflect a reshaping 


■ k^tiftrtional portfolio 
towards high yielding stocks. 
Pressures on second rank 
bought a farther peak 
to the FT-SE Mid 250 Tnrir~ 


FT-SE 100 


FT-SE MO 250 


cantly higher than usual. 

Support from a firm UK gov- 
ernment bond market but- 
tressed underlying confidence 


that equities have farther prog- 
ress ahead of them, and are 
only waiting for more solid 
news on the fate of tie ERM 
and the prospects for interest 
rates. Dealers reported that UK 
funds were still moving cash 
towards the other European 
equity markets and that the 
steadiness of the UK market 
owed a good deal to activity in 
stock index futures. 

Retail and ransirmpr «ttnrb<; | 


directly booked on to hopes of 
lower base rates, at first 
extended the gains of the past 
week but lost heart as the day 
passed without news of any 
reductions in key rates in the 
leading ERM countries. 

The International blue chips 
lacked strength, in spite of a 
firm performance from Wall 
Street overnight; early in its 
new the session, the New York 
market showed a dip of 3 
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Power 

stocks 

upset 


NEWS that National Power 
has issued of convertible 

bonds hit sentiment in the 
stock and the shares retreated, 
leading fellow generator 
PowerGen lower in their wake. 
However, analysts were quick 
to point out that the bond 
issue was barely eamings- 
dilutive and as a result there 
were no downgrades forecast 
from the sector specialists. 

Profit-taking was put for- 
ward as the main reason for - 
yesterday's share pries fan*. 
National Power having dosed 
on Monday at an all-time Mg** 
of 37Zp after touching 40flp*- 
Yesterday the stock lost 21 to 
369p. while PcrwerClen dipped 7 7 
to 389p. 

There were also hints that 
regulatory Issues may become 
more significant to. determ to- . 
fog the stocks’ rating. 

Shares in both groups have 
been particularly strong since - 
the pool price review from 
Offer, the industry regulator, 
last Friday which deferred any 
decision on price controls nntil 
the autumn. 

However, the increasingly 
terse regulatory tone from 
Offer may have unnerved some 
investors, and dealers said yes- 
terday that there were also 
signs of switching oat of the 
National Power ordinary 
shares and into the convert- 
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ihle. NatWest Securities was 
one house raising such issues 
at its morning meeting, where 
it reiterated its short-term 
hold, longer-terto underper- 
form recommen d atiop on both 
generators. 

. '■ ■. ■ . 

Waters easier 

Water . issues . weakened, 
dragging down some regional 
electricity companies with 
them, as at least two brokers 
decided that the sector looked 
overvalued. BZW struck a cao- 
tisns nete to its latest piece ctf 
research, advising clients -.to 
move “underweight" in the 
wafer sector, as it WghUghtpri 
potential regulatory dangers 
likely to be thrown 19 when 
Oftvat mates its next report to 

the Bifeimn. ' 

... BZW suggests that should 
■te'-n^^Qr adopt a similar 
s3n^ca,c({pitd vdus to those 
fekm tp cth^ regolatory bod' 
tes ftm*lfie''water siodto wifi. 
look expensive. With their 
recent post-fflM gains, BZW 
behaves they could be around 
IS per cent overvalued at cur- 
rent values. 14s Angela Whe- 
lan, utilities analyst at BZW, 
sakh This represents an excel- 
l ent op portunity to sell into 
strength and realise profits.” 

NatWest Securities was also 
underlining regulatory con- . 
cezns to retaining its “neutral” 
stance, suggesting that this 
month’s Ofgas report on Brit- 
ish Gas will have direct imp&- 
cafians for how Ofwat decides 
to act on Its sector. The broker . 
also said that the sector was 
looking overbought at its 
morning meeting. Among 
those stocks hit, Anglian 

slipped 5 to 497p, Southern 6 to 
525p and Welsh 4 to 584p. 

NatWest pleases 

The banking sector moved 
abftfld as irttwim results from 
National Westminster, the 
high street bank, delighted the 
market and prompted a spate 
of forecast upgrades from ana- 
lysts yesterday. NatWest 
shares jumped 13 to 510p and 
were among the most actively 
traded of the day with turn- 
over of llm. 

Headline half-year profits 
came in at £4Zlm. almost dou- 
ble the figure for the first half 
of last year and well above 
most expectations. Most of the 
rise was the result of the first 
toll to provisions for bad debts 
in three years. Analysts moved 
end of year forecasts higher 
with S.G. Warburg raising its 
estimate by £130m to £980m 
and Smith New Court moving 
to £1 Jim from £875m for the 
year 4 mdingr to December. 

Banking analysts said the 
6 . 4 p dividend was better than 
expected and the ca pit al ratio 
was good but described the 
results as mixed. They said the 
drop in provisions was a one* ■ 
off bonus and there were 
doubts over the underlying 
trading position. 

However, the general senti- 
ment over a possible turn- 
around in tiio fortunes of the. 
fronMriff sector prompted gains 
acr oss the board. HSBC, whose 
subsidiary Midland is reporting 
today, jumped 14 to 67lp in the 
ordinaries and Barclays, which 


EQUITY FUTURES AND OPTIONS TRADING 


POOTSIE futures showed signs 
of flagging yesterday as the 
trading range tightened and 

turnover fefi after hopes rfao 

early cut to European interest 
rates dimmed. However, vo£ 

tility against the^riying 

market gave dealers tne 
chance to arbitrage between 
the two, writes Peter JWw. 

On the liffe, the arrack 

the Footsie for September 


delivery opened at 2B57 and 
looked vulnerable for a while. 
At one stage it was down to 
2 ^ 38 , only two points above 
the r««h market and below 
fair value, the premium which 
com pensates for dividends and 
carrying costs, which is cur- 
rently at four points- 
After a rally of nine conseco- 
tfre days to the cash market 
buyers were beginning to he 
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reports tomorrow moved ahead 
13 to 499p. 

Reuters in demand 

Shares in Bentos Holdings, 
the international information 
and news group, forged ahead 
to hectic trading after good US 
buying the night before. 

Dealers said the company's 
foreign exchange dealing 
equipment business was bene- 
fiting from the turmoil within 
the European exchange rate 
mechanism and the subse- 
quent volatility to European 
currencies. 

There has also been heavy 
buying from income funds fol- 
lowing Ueuters’ plan to use 
£850m of its cash pfle to buy 
back 25m shares. Mr Brian 
Newman of Henderson Cros- 
thwaite said that tax-exempt 
fonds would have shares worth 
£17.20 each after the tender for 
tire 5-84 per cent stake closed 
on August 25. Yesterday, ^he 
shares closed 18 higher at 
1458P on high turnover of 2-8m. 

Markettog group Kleeneze 
Holdings jumped 44 to 226p 
after a subsidiary said it had 
launched a battery charger 
capable of extending ordinary 
battery life by 10 times. 

USM-listed Sherwood Com- 
puter Sendees plummeted 63 
to 155p after it said first 
half 1993 earnings would be 
substantially lower than the 
year-earlier bait 


Yorkshire Chemicals was 
one of the worst market per- 
formers yesterday, its shares 
slipping 17 to 338p. The group 
reported a rise in half-year 
profits to £6.02m but said reces- 
sion to Europe was much 
worse than expected and it did 
not believe there would be a 
significant pick-up to global 
demand this year. Analysts 
said the profits warning had 
been flagged but the shares 
were overvalued. 

Life insurer Legal & General 
gained 7 to 481p as SGST 
turned buyer of the stock. Ana- 
lyst Mr Charles Landa said 
Legal was trading at its net 
asset value and that the hit 
from mortgage indemnity 
losses was slightly less worry- 
ing since recent statistics 
showing that the number of 
repossessions had fallen. 

In a strong leisure sector, 
yield and recovery buying 
dominated, with Ladbroke 
surging 7 to l97p in brisk turn- 
over of over 8m. Rank Organi- 
sation also benefited, advanc- 
ing 14 to 742p. Airtonrs again 
bakked in the currency fallout, 
adding 4 at 380p. A big buyer 
in Compass Group saw the 
shares climb 16 to 526p- 

Profit-takers were out in 
force in the food retailers, 
although news of a new price 
promotion from Tesco did little 
to help. Although the stock 
managed a half-penny rise to 
214p, others stumbled. J Sains- 
bury slid 8 to 4T9p, Kwtk Save 
8 to 675p and Argyll 2 to 326p. 

A combination of yield con- 
siderations and recent under- 
performance spurred BT ordi- 
nary shares forward, closing 6 
ahead at 424%p in good turn- 
over of 16m. BT partly-paid 
advanced 5% to 180p. 

Profit-taking left Cable and 
Wireless drifting 17 down at 
799p and Vodafone 3 down at 
482p. 

A programme trade helped 
Courtaulds Textiles rise 6 to 
564p with 2.4m changing 
hands. ’Hre aminiiTirpmBnt of 
the group's £7m acquisition in 
the Spanish lace business was 
not necessarily the driving 
force, although the group 
gained 40 per cent of the mar- 
ket share through the move, 
market analysts said. The 
upward trend, however, may 
continue on buying interest in 
a thin market and market 
expectations of some big acqui- 
sition projects to the latter half 
of the year. 

William Baird continued to 
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wary, but dealers said they 
were still attracted by any 

dips. 

The prospect of interest rate 
cuts in Europe, which will cut 
debts, encourage spending and 
narrow the yield differential 
between bonds and equities 
has encouraged buying of 
French, German and UK equi- 
ties. The buyers have seen 
ftitures contracts on the mar- 


kets as the quickest way in. 

The Footsie future was only 
marginally firmer on balance 
in late trading with less than 
10.000 contracts dealt. 

Traded options volume was 
low with, around 29,000 lots 
dealt The FT-SE contract was 
the most heavily traded with 
Asda topping the list of stock 
options, followed by RTZ and 
Ladbroke. 


points on the Dow Average. Oil 
shares lacked strength as sec- 
tor specialists continued to 
weigh up the outlook for crude 
prices, and the much-battered 
drug sector remained on the 
sidelines. 

With some analysts now sug- 
gesting that Mr Kenneth 
Clarke, the UK chancellor of 
the exchequer, may hold back 
a base rate cut until his 
autumn budget, the strength of 
sterling became a discouraging 
factor for the big export stocks. 
Indeed, some analysts now fear 
thata base rate cut is needed to 
take the upward pressure off 
sterling. 

But the renewal of optimism 
in the stock market helped 
banking shares again as 
National Westminster unveiled 
its profits statement The sec- 
tor made some further recov- 
ery from the doubts cast over 
the past fortnight by warnings 
from several UK brokerage 
houses that the recovery 1 in the 
sector had been overdone, 
causing individual stocks to 
look overrated against the mar- 
ket 
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ride on Monday's market reac- 
tion to its disposal of part of its 
non-core engineering business 
and its shares leapt another 8 
to 263 p. 

News International, the 
international media group, 
gained 6 to 226p following its 
successful purchase last week 
of a £350m stake to Star TV, 
the Hong Kong-based satellite 
television system which 
reaches 38 Asian countries. 
United News, which has a yield 
of over 5 per cent, jumped 
another 10 to 544p on contin- 
ued hopes of interest rate cuts 
in Europe. 

In the printing sector. St Ives 
added 6 to 305p. 

MARKET REPORTERS: 

Peter John, 

Christopher Price, 

Zhang Tingting. 
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CROSSWORD 

No.8,219 Set by FETTLER 


ACROSS 

1 Hands on. board used to 
keep things together (6) 

4 Welcoming in with six bell 
accompaniment (S) 

9 Economic tumround? Want- 
ing company to provide 
wages 16 ) 

10 See nasty creep I've fol- 
lowed (8) 

12 Girl having little weight - 
so they say (8) 

13 Jazz sestet - a fly lot (6) 

15 7 minus 5? The answer's 

understood (4) 

16 A heavy lorry can ungear 
adroitly, given time (10) 

19 A spot in Fleet Street for 
secondhand goods (4,6) 

20 Despot returns to drastic 
circumstance (4) 

23 A bit off a beret apparently 
(6) 

25 The monarch has a retinue. 
A four line assembly? (8) 

27 Horse carries me after start 
of Epsom classic (8) 

28 Non-Hispanic American 
Greek in Japanese board 
game (6) 

29 Shoots stag from behind, 
finding part of organ (8) 

30 A place for the cock of the 
walk? (3-3) 


DOWN 

1 Twists and slides around a 
right back (7) 

2 Once nerve has recovered, 
have another meeting (9) 

8 In a wigwam, pumpkins are 
used as money (6) 

5 Bom and died for want of 
the means of living (4) 

6 Cut in clubs has one certain 
conclusion (81 

7 Oddly, 1 admit to being 
backward (5; 

8 The least colourful sight in 
Greek Street (7) 

11 Get a hundred and twen- 
ty-four sheets (7) 

14 Fiery genius making a fuss 
about nothing (7) 

17 A dry salt dye (9) 

18 Shortly, is protective - 
maybe too protective (8) 

19 One way to stuff old buf- 
foon (71 

21 Capital managed to con- 
tinue (7) 

22 Succumb to cold? This, 
shivering averts (6) 

24 One who's almost to the 
swim (5) 

26 Make an inspection before 
all round ban (4) 
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CURRENCIES, MONEY AND CAPITAL. MARKETS 


FINANC IAL TEVIES WEDNE SDAY AUGUST^ 1993 

Mnwgy market funds 


FOREIGN EXCHANGES 

Bundesbank calms the market 


The Bundesbank surprised 
foreign exchange dealers Tor 
the third time in seven days 
yesterday by bringing down 
the cost of borrowing short 
term funds in its wholesale 
monev market, writes James 
Blitz. 

The Bundesbank may have 
bad a strong domestic reason 
for taking the move, because 
the fail in call money would 
have made the old repo rate of 
6.90 per cent too unattractive 
for banks. 

But some dealers suggested 
that the move may have been 
intended to help out the other 
currencies in the exchange 
rate mechanism, several of 
which could still come under 
heavy selling pressure now 
that their old floors have been 
removed. 

The French franc yesterday 
stabilised against the D-Mark, 
closing in London at FFrt. 4 fio 
from a previous FFrj. 505 . 

France's determination not 
to cut its intervention rate yet 
has settled the market. But 
there is little reason for a cut 
in the intervention rate, while 
3 -month interest rates remain 
nearly 2 percentage points 
above the intervention level. 

Dealers said such huge quan- 
tities of trench funds u-ere 
removed frurn the market dur- 

£ IN NEW YORK 


ing last Friday's intervention, 
that the Bank of France had to 
add liquidity before a rate cut 
became meaningful. 

Denmark and Belgium con- 
tinued to take more active 
measures to support their cur- 
rencies' D-Mark parity, ignor- 
ing all thought of easing mone- 
tary policy. 

The Belgian franc was the 
victim of a modest attack of 
selling. Calling to a new low of 
BFr 21.6424 to the D-Mark. 
Again, the Belgian central 
bank intervened In the market 
to help the currency back to a 
close of BFnil. 33 . The amount 
of intervention was described 
by one dealer as being compar- 
atively modest. 

The Danish krone appreci- 
ated sharply, closing at 
DKr 35750 against the D-Mark, 
having been as low as 
DKr 4.0467 at one stage. But 
this was at the cost of Mon- 
day's hike in 1 month krone to 
25 per cent, which yesterday 
had overnight borrowing at 250 


per cent 

Spain, however, showed yes- 
terday that a cut in interest 
rates can help the currency to 
appreciate because dealers are 
prepared to put a higher pre- 
mium on economic growth 
than interest rate returns. 

The Rank of Spain cut its 
repo rate from 11 per cent to 
20 '.-: per cent, which Jed tb a 
sharp rally in the peseta from 
PtaS 3 .i 7 to a close of PtaB 1.48 
in London. 

Sterling was mostly 
unmoved by yesterday's 
events, closing up 1 pfennig 
against the D-Mark at 
DM 2 . 5650 . However, the dollar 
continued to fall sharply, clos- 
ing down more than a pfennig 
on the day at DM 1 . 7050 . 

Dealers speculated that the 
pressure on the dollar may 
result from selling of the cur- 
rency by central banks which 
will need to repay the Bundes- 
bank with D-Marks for its help 
with intervention. 
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POUND SPOT - FORWARD AGAINST THE POUND 
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FINANCIAL FUTURES AND OPTIONS 
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THERE were slightly greater 
expectations of cuts in German 
interest rates yesterday after 
the Bundesbank set a fixed 
rate repo at i 3 .S 0 per cent, only 
5 basis points above the dis- 
count rate floor, writes James 
Blitz. 

The German decision to cut 
the repo rate from (j .95 per cent 
to 6.80 per cent is part of its 
attempt to regain control of 
German money markets after 
the huge intervention in sup- 
port of the franc in recent 
days. 

UK clearing bank base lending rata 
6 per cent 

from January 26. 1393 

That intervention may have 
pushed about DM 60 bn into the 
financial system, and the cost 
of call money consequently fell 
substantially to about 6.+4 per 
cent yesterday. 

Dealers said the Bundesbank 
had to cut the repo rate 
because, with call money on 
offer in the interbank market 
at these very low levels, few 
banks would have been 
attracted to borrow funds from 
the central bank today at tbe 
old price. 

The repo rate cut leaves a 
gap of only 5 basis points 
between the repo rate and the 
Bundesbank’s interest rate 
floor, so there is little more 
room Tor manoeuvre here 
unless there is another interest 


rate cut. 

But dealers expected the 
Bundesbank to drain funds 
from the money market in 
today's weekly operation. 
Dealers expect the Bundesbank 
to withdraw anything from 
DM 20 bn to DM 30 bn in this 
week's repo operation. 

The cut in the repo rate led 
Euromark futures dealers to 
get a little more bullish about 
rate cuts. The September 
contract was up S basis points 
on tbe day at 93 . 47 . 

However, in spite of the 
unravelling of the exchange 
rate mechanism over the 
weekend, expectations of 
interest rate cuts in France 
and other European countries 
were slightly dashed. France 
has still not cut its 
intervention rate and the 
September Pibor contract was 
down 15 basis points yesterday, 
to close at 93 . 94 . 

Sterling interest rate futures 
were softer yesterday, partly in 
the wake of a good figure for 
MO money supply which was 
up by a greater amount than 
expected. The September 
contract was down 5 basis 
points to close at 94 . 33 . 

Three month sterling cash 
was unchanged at 5 ft per cent 
yesterday. But rate cut 
speculation made the removal 
of a £i^bn shortage difficult. 
The overnight rate was up at 
13 per cent at one stage, with 
£tJ 75 m of late assistance. 
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commodity. 


To meet traders’ needs for market 
and trading atralegy infonmUjon. 
w created our IptroAccount trading 
kit - tree to rf new enstonws. You 
get Commodity Perspective charts, a 
subscription to Fuiurea ma£*ziiie, 
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become a more successful trader. 

You also have caD-free access to 
our eaclnane teJepbone TwtSisa,' 
with daily ma^cL miaiysis and 
trading recommendittons from a 
top trading advisor. 

To meet traders’ needs for information 
about the types of orders and how 
to place diem, ire wrote ‘Order Place- 
ment Made Easy,’ a step-by-step 


We haw been serving ftunres traders 
since 1966 -ao we know what kind of 
information they need. And wb have 
established the most nunprehoasne 
program in tbe industry to make 
sure they get iL 


types of orders available to you. And 
we malm sure the professionals on 
oar Trade Centre staff provide the 
infonnathw and help that's right 
for yuu - from "walking you through" 

(in 


AD the Wp you need to start 
trading on jwnr own -pins 50-70% 
commission savings. Isn't it ton yun 
took a ckee look it Lind-WaMocfc? 
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IS THIS YOUR OWN COPY 
OF THE FINANCIAL TIMES 


Or do you rely on seeing someone else's? Every day the FT reports on the topics 
that marter to people doing business every day, in and from Europe. 

We cover the latest European, U.S. and international news, and analyse the impli- 
cations from a European perspective. In fact you'll find far more than finance in the FT. 

No surprise then, that the Financial Times is read by over four times as many 
senior European businessmen and women as any other international newspaper* 

Make sore you're one of them by gening your own copy of the newspaper 
delivered daily 10 your office. -s,<»wEms 1^1 
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Dow trades in narrow 
range at midsession 


DAX rises 1.6% after cut in repo rate 


Wall Street 

US share prices traded in a 
narrow range yesterday morn- 
ing as lower bond yields and 
disappointing economic news 
pulled market sentiment in 
two different directions, writes 
Patrick Harverson in New 
York. 

At l pm. the Dow Jones 
Industrial Average was down 
0.56 at 3,560.43. The more 
broadly based Standard & 
Poor's 500 was 0.65 lower at 
449.50, while the Ames compos- 
ite eased 0.56 to 437 JO and the 
Nasdaq composite gained 1.52 
at 709.18. NYSE trading volume 
was 155m shares by 1pm. 

After Monday's strong start, 
consolidation was the order of 
the day on stock markets. The 
morning's economic news was 
bearish in tone - a 0.1 per cent 
increase in the June index of 
leading economic indicators 
was weaker than expected, and 
suggested, like most recent 
data, that the economy is 
growing, but at an unusually 
modest rate for normal post-re- 
cessionary periods. 

While the leading indicators 
report deflated investor senti- 
ment. there was some good 
news from the fixed-income 
market, where brightened pros- 
pects for the successful 
approval of President Bill Clin- 


ton's deficit-reduction budget 
package provided a sharp lift 
to government bond prices. By 
early afternoon the benchmark 
30-year issue was up half a 
point, and the yield was down 
to almost exactly 6.5 per cent, 
close to the lowest level in the 
bond's history. 

Among individual stocks. 
Unisys finned $‘5 to 810V. in 
volume of 1.7m shares after the 
company announced that it 
had joined forces with Intel, 
the microchip manufacturer, to 
develop parallel processing 
computers. 

Intel traded on the Nasdaq 
market, rose S r i to 353% in vol- 
ume of L2m shares. 

UAL dropped Sl‘-« to $141 U 
after Lehman Brothers, the 
investment bank, lowered its 
rating on the airline stock 
from "outperform" to “buy", 
citing price reasons. 

Airline stocks have been 
strong performers lately 
because of the drop in oil 
prices, and some analysts 
believe the sector may have 
been overbought 

Selected cyclical stocks were 
in demand, including Alcoa, up 
Sl% at 373%, International 
Paper. $*» firmer at S64%. and 
Caterpillar, up SI 1 -* at S79%. 

Chiquita Brands eased S% to 
$12 as investors reacted to the 
news from late on Monday that 
the company is cutting its 


quarterly cash divided from 17 
cents a share to 5 cents a share 
in an effort to strengthen Its 
balance sheet 

On the Nasdaq market, 
Apple Computer rose S l /» to 429 
in volume of l.lm shares after 
the company announced that it 
is cutting prices of its Apple 
PowerBook duo line and sev- 
eral other products. 

Other technology stocks 
were also firmer. Including 
new issue Acte l, which 
debuted at S9%, and by early 
afternoon, was trading at $12% 
in volume of 3.1m shares. 

Canada 

TORONTO firmed in early 
dealings, led by strong indus- 
trial products, base metals and 
utilities shares. The TSE 300 
index was up B.S5 at 3.976.03 at 
midsession in turnover of 
C$223m. Northern Telecom 
began another tentative move 
towards recovery, rising CS1K 
to CS31%. 


SOUTH AFRICA 

GOLD shares closed lower in 
light profit-taking while inves- 
tors waited cautiously for the 
bullion price to break out of 
its current narrow trading 
range. The gold index lost 47 
to 2.024, industrials 10 to 4,601 
and the overall 39 to 4,124. 


Long-term potential seen 
among Indian steelmakers 

Andrew Baxter discusses prospects for the sector 

A s Europe's steelmakers public sector spending cuts to find attractive. An aver; 
struggle to sort out aimed at curbing the budget GDP growth rate of 5 per c 
their problems, coun- deficit a year looks "quite possit 


A s Europe's steelmakers 
struggle to sort out 
their problems, coun- 
terparts in developing and 
industrialising countries face 
very different challenges - 
which could turn into 
long-term opportunities for 
investors. 

A report last month on the 
Indian steel market by Mr 
David Morgan, steel analyst at 
Lehman Brothers in London, 
focuses on the “excellent 
long-term growth potential" of 
the world's ninth largest steel 
producer, but coupled with 
problems such as low produc- 
tivity and rigid labour laws 
The report does not make 
share recommendations, but 
points out the wide spectrum 
of investment opportunities 
among two dozen publicly- 
listed steel companies. 

Among these are the state- 
owned Steel Authority of India 
(Sail), the world's tenth largest 
steel company, which sold 10.5 
per cent of its stock last year 
to local institutions; Tata Iron 
and Steel (Tisco). the largest 
private sector producer and 
valued on the stock market at 
about Rs48bn (SLSbnV, and fast- 
growing secondary mini-pro- 
ducers such as Mukand and 
Jindal Strips. 

The report coincides with the 
launch of throe India funds in 
the past few weeks, making a 
total of about 10 such funds. 
Foreign individuals cannot buy 
Indian shares directly, and 
even foreign institutions need 
government approval to invest 
in India. 

The short-term outlook for 
the Indian steel industry and 
steel shares is lacklustre. 
According to Mr Morgan, the 
industry has experienced weak 
demand and subdued prices for 
the past year, due mainly to 


public sector spending cuts 
aimed at curbing the budget 
deficit. 

Furthermore, liberalisation 
of the Indian steel market at 
the beginning of last year 
means that the industry is now 
more exposed to international 
markets, where prices have 
been weak. 

Steel shares have also been 
caught up in the general vola- 
tility of the Indian stock raar- 

The short-term outlook 
for the Indian steel 
industry and steel 
shares is lacklustre: the 
industry has seen weak 
demand and subdued 
prices for the past year, 
mainly because of pub- 
lic sector spending cuts 
aimed at curbing the 
budget deficit. 

ket because of the govern- 
ment’s problems. But last 
week's victory for Prime Minis- 
ter Narasimha Rao in a no-con- 
fidence vote gave the market a 
much needed boost. The Bom- 
bay’s BSE index closed yester- 
day at 2,240.52. up from its 1993 
low of 2,036. 

But Mr Morgan notes that, in 
spite of recent problems, the 
steel industry has remained 
profitable, unlike the majority 
of steel companies in devel- 
oped countries. Profitability, 
he says, is unlikely to remain 
unsatisfactory until next year, 
which could provide investors 
with a good entry point. 

On a long-term basis, how- 
ever, the Lehman Brothers 
report shows why the Indian 
steel industry is the kind of 
sector that growth funds ought 


to find attractive. An average 
GDP growth rate of 5 per cent 
a year looks "quite possible" 
over the next ten years, says 
Mr Morgan, which could dou- 
ble steel consumption from its 
current level of 16m tonnes a 
year. 

The industry, one of the 
world's lowest cost producers 
until the mid-1970s, failed to 
keep up with new technology 
under state regulation, which 
kept prices low but protected 
steelmakers with high import 
tariffs. 

But both Sail and Tisco have 
major modernisation pro- 
grammes underway, the lead- 
ing secondary producers have 
efficient modern plant, and 
there are a number of sizeable 
new projects employing the lat- 
est technology. 

The negatives are poor infra- 
structure. rapidly rising input 
costs as other industries are 
liberalised too, rigid labour 
laws, plants that are still ineffi- 
cient and under-utilised, and 
finding the money for moderni- 
sation and growth. 


M r Morgan sees enor- 
mous scope for pro- 
ductivity improve- 
ments at existing plants but, 
even with the expansion plans, 
there will still be a need for 
more capacity to satisfy expec- 
ted demand by the beginning 
of the next century. Beyond 
that, further big demand rises 
are expected. 

But he warns that the post- 
liberalisation environment is 
still evolving, and it is hard to 
say yet exactly where the 
growth is going to come from. 
The government still controls 
about half the country's steel 
production, but has said that 
no more integrated plants will 
be built by the public sector. 


ACTIVITY was less intense 
yesterday, writes Our Markets 
Staff. 

FRANKFURT, encouraged by 
an unexpected cut in the repo 
rate to 6.80 per cent, gathered 
momentum, the DAX index 
closing up 28.35 or 1.6 per cent 
at 1,843.43. Turnover was 
DM9bn. 

Investors are beginning to 
look at export-sensitive stocks 
which would be affected by a 
round of Europe-wide interest 
rate cuts. However, hopes for 
lower domestic rates kept the 
chemical sector, for instance, 
iu positive mood yesterday: 
Bayer gained DM3.70 to 
DM294.40. Basf rose DM5.S0 to 
DM256 and Hoechst, a dollar 
play. DM2.50 to DM273. 

Volkswagen put on another 
DM7 to DM355.50, although its 
public argument with Opel 
continues afresh, and BMW 
DMll.50 to 467.50. Allianz, 
strong on Monday, was even 
firmer yesterday, rising DM75 
to DM2,390. Bayerische 
Vereinsbank's rise in first half 
profits lifted the shares 
DM11.50 to DM46750. 

PARIS eased slightly on prof- 
it-taking after the heady activ- 
ity of the last few days. The 
CAC-40 index closed down is.45 
at 2, 1 10.58. Turnover dropped 
to FFr4.6bn. 

Axa rose FFr23 to FFr1,503 
while UAP fell FFr18 to FFr606. 
Elf Aquitaine slipped FFr4.90 
to FFr436.70, while Total 
gained FFr8.60 or 25 per cent 
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Market movements and the ERM turmoil 
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to FFr314. 

Canal Plus, subject to down- 
grades. lost FFr19 to FFr1,211 
and CarnaudMetalbox eased 
FFr5.90 to FFr220.10 on lower 
first half sales. 

Strong gains in Poly gram 
and Akzo helped AMSTER- 
DAM rise 2.1 or 1.7 per cent in 
the CBS Tendency index to 
122.9. 

Polygram gained FI 3.60 or 
6.4 per cent to FI 59.50 on 
results, news that it was to 
acquire Motown records and 
the decision to issue up to 10m 
new shares, thereby diluting 
Philips' stake to 75 per cent 
from 79.4 per cent. Philips rose 
FI 1.50 or 4.8 per cent to 
FI 32.60. 

MILAN continued to test its 
highs for the year and the 
Comit index rose 3.70 to 57651. 
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Opening firmly on hopes for 
lower interest rates, the mar- 
ket received a subsequent 
boost from an announcement 
that the government had 
dropped its last price controls 
on bread, milk, cement and fer- 
tilisers. Unicem. the cement 
group added L450 to fix at 
L7.900 before L8.000 on the 
kerb, up 7.4 per cent on the 
day, wbile Parmalat, the dairy 
products group added L100 to 
H538. 

Sip advanced L130 to L3.105 
while Stet added LS3 to L4.123 
on continued strong foreign 
demand. Olivetti rose 151 or 
25 per cent to LI, 799 and CLR, 
its parent, added L66 or 4.9 per 
cent to Ll.400 on renewed mar- 
ket speculation of possible ben- 
efits from the reorganisation of 
the Italian telecoms sector. 
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ZURICH rose to an all time Glaverbel shed BFrllO at Z9 
high supported by expectations percent to BFr3590whQeSGB 
of lower rates. The SMI index fed BFiSO to BFKL640. j 


ZURICH rose to an all time 
hi gh supported by expectations 
of lower rates. The SMI index 
rose 30-2 or 15 per cent to 
2,4305. 

Insurers were In demand on 
the view that they have lagged 
the market Winterthur rose 
SFr30 or 45 per cent to SFr 678. 

Cychcals were strong, with 
some investors already looking 
ahead to earning potential for 
1995-96. Ciba-Geigy bearers 
advanced SFrU to SFT740 and 
Holderbank was SFr24 ahead 
at SFr775. 

MADRID recovered early 
losses in late trade but profii- 
takmg proved more persuasive 
than an early half point cut in 
the monthly market rate. The 
general index shed 1.63 to 
271.11. 

BRUSSELS saw some index- 
linked late buying help the 
market up from its lows after 
profit-taking had erased same 
of the sharp gains of the previ- 
ous two sessions. The Bel-20 
index dipped 2.17 to 1.342.46 
after a day’s low of 1 I 333J& 


DUBLIN, closed for a pufflfc 
holiday On Monday, caught up 
with the weekend’s events yes- 
terday. The ISEQ index rose 
3659 pr 25 per cent to 158453, 
with financial stocks taking 
foe lead, on the view that The 
outlook for the economy and 
exports would be enhanced by 
r ecent developments. 

VIENNA surged 3.1 per cent 
on renewed hopes of a cut in 
interest rates and the ATX 
index gained 30.75 to 9BL75, Us 
highest close this year. 

HEUBMKTs HEX index was 
boosted by foiling Interest 
rates, dosing at 151952 up 785 
while NORWAY’S All Share j 
index lost 656 to 57251 wtfo' 
Bergssen B shares off BK&at 
NKrl4&50. . 

TEL AVIV was boasted by at 
interest rate cut to llR^er 
cent, which lifted the Ifhfc 
tanim index by 455 or 25 jtfy 
cent to 19455. Ttonxirartott 
some ShkZMm. 


Overseas buying lifts Hong Kong by 2.6% 


Tokyo 

STRONG demand in the 
futures market prompted arbi- 
trage buying, but later profit- 
taking eroded most of the 
share price gains, writes Emiko 
Temzono in Tokyo. 

The Nikkei average closed 
marginally ahead but at the 
day’s low of 20.357.64, up 14.11 
on the day. The index rose to a 
high of 20.59956 in the morn- 
ing on strength carried over 
from overnight trading on the 
Chicago Mercantile Exchange. 
The index later declined on 
small-lot selling by Investment 
trusts and tofckin. or specified 
money trusts. 

Volume totalled 270m shares, 
against 261m. Rises led falls by 
500 to 430. with 216 issues 
unchanged. The Topix index of 
all first section stocks ended 
2.43 up at 1.657.22. In London 
the ISE/Nikkei 50 index rose 
1-25 to 1.255.11. 

Concern over the higher yen 
receded as the market hoped 
that the rise in the currency 
will prompt a cut in the official 
discount rate. 

Meanwhile, investors 
remained inactive ahead of the 
special parliamentary - session 
tomorrow, where Mr Morihiro 
Hosokawa, leader of the Japan 
New Party, is expected to he 
chosen as prime minister. 

Financial issues were firm 
on renewed hopes of monetary 
easing. Industrial Bank of 
Japan appreciated Y80 to 
Y3.390 and Bank of Tokyo 
gained Y40 at Y 1,780. 

Electronics issues continued 
to weaken. Hitachi fell Y13 to 
Y840 and NEC slipped YU to 
Y999. Steel makers were also 
lower, with Nippon Steel fin- 
ishing Y8 off at Y357. 

Speculators traded Nikkatsu, 
the most active issue of the 
day, which put on Y2 at Y25. 
Mining issues, which gained 
ground on the rise in gold 
prices on Monday, retreated on 
profit-taking. Mitsui Mining 
and Smelting shed YlO to Y546 


and Sumitomo Metal Mining 
lost Y30 to Yl.060. 

In Osaka, the OSE average 
rose 46.05 to 22.437.09 in vol- 
ume of 12m shares. Some indi- 
viduals and dealers sought bio- 
technology related issues. Shi- 
mano. the bicycle parts maker, 
was traded actively on pros- 
pects of firm profits, but was 
finally unchanged at Y2520. 

Roundup 

PACIFIC Rim markets turned 
in some impressive perfor- 
mances. 

HONG KONG advanced 2.6 
per cent after a wave of over- 
seas buying which took the 




Hang Seng index 18250 higher 
to 7511-83. Trading was quiet 
for much of the day but a late 
flurry of activity near the close 
brought turnover to a moder- 
ate HK$3.5bn. 

Hong Kong Telecom 
advanced 50 cents to HKSU.40 
as some analysts recommended 
utilities as being immune to 
any downturn in the Chinese 
economy. C hina Light was up 
75 cents to HKS41. 

SINGAPORE finished 
sharply higher on buying by 
US funds which concentrated 
on index-linked stocks. The 
Straits Times Industrial index 
strengthened 31.34, or 1.73 
per cent to 1.84453. 


NEW ZEALAND continued 
to climb to three-year highs, 
although activity was 
restrained after the recent 
good volumes, and trading m 
some second line stocks was 
thin. The NZSE-40 Capital 
index turned around from a 
weak opening to dose a net 
11.57 ahead at 152650 in turn- 
over of NZ$44m. 

AUSTRALIA crept to 
another post 1987-crash hi gh, 
consolidating after recent 
strong gains, and the All 
Ordinaries index closed 05 
higher at 1555.4 in turnover 
of AS383m. 

MANILA again closed at an 
all-time high although the 


recent strong rally begtih to 
ease as investors casbe&in 
their gains. The composite 
index added 7 .44 to 1,78350. 

KUALA LUMPUR saw strong 
institutional buying of taoktag 
stocks which lifted the compos- 
ite index 851 to a new Id# of 
77L67. 

TAIWAN edged ahead with 
many investors sidelined is the 
absence of fresh incentives to 
-buy. The weighted index rose 
2.73 to 354959 in turnover of 
T$955bn. 

KARACHI was sharply lowv 
as Jobbers unloaded stocks 7 to - 
square holdings ahead of 
account settlement today. The 
KSE index fell 1757 to 1,35551 
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